AR

10011313

o

o
i

i

i M’)“
e
Ry
G

L

The Dow Chemical Company
2009 Annual Report







Financial Highlights

Pro Forma' Net Sales (dollars in millions)
Net Income from Continuing Operations (dollars in millions)

Earnings per Share — Diluted, Excluding Certain Items and
Discontinued Operations?
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Net Sales Net Income from
(doflars in millions) Continuing Operations

(dollars in millions)

2009 2008

$46,644 $66,924

$566 $626
$0.63 $1.79
$0.60 $1.68
51% 46%
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2009 Pro Forma' Sales by Operating Segment oiers in mitions)

Basics Portfolio Performance Portfolio
$16,633 $28,916

Basic Plastics
$9,925

Basic Chemicals
$2,467 -
Hydrocarbons and Energy
$4,241

Uy

Corporate: $1,095

Electronic and Specialty Materials

$4,614

Coatings and Infrastructure

Total Sales
$46,644

$4,788

Health and Agricultural Sciences

$4,537

Performance Systems

$5,854

Performance Products

$9,123

'The pro forma historical information reflects the combination of Dow and Rohm and Haas Company, assuming the acquisition had been consummated on January 1, 2008, and the
treatment of the sale of Dow’s Calcium Chloride business as discontinued operations.

* A reconciliation to the most directly comparable U.S. GAAP measure is provided on the Internet at www.dow.com in the Financial Reports page of the Investor Relations section.

The forward-looking statements contained in this document involve risks and uncertainties that may affect the Company's operations, markets, products, services, prices and other factors
as discussed more fully elsewhere and in filings with the U.S. Securities and Exchange Commission. These risks and uncertainties include, but are not limited to, economic, competitive, legal,
governmental and technological factors. Accordingly, there is no assurance that the Company's expectations will be realized. The Company assumes no obligation to provide revisions to
any forward-looking statements should circumstances change, except as otherwise required by securities and other applicable laws. References to "Dow" or the "Company" mean The Dow

Chemical Company and its consolidated subsidiaries, unless otherwise expressly noted.
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Dear Stockholders,

Last year, we asked for your patience as we assessed and dealt with two huge disruptions to our
transformational strategy: first, PIC of Kuwait's withdrawal from our two-year negotiated deal
to form K-Dow, and second, the global economic meltdown. It was a challenging time for many
companies, and ours was no exception.

Over the past twelve months, with your support, we have managed our way through those
challenging times and emerged with renewed confidence in the future. Dow has responded to
the economic realities of 2009 with focus, determination and a series of well-planned, well-timed
moves. Most importantly: we closed the Rohm and Haas acquisition and quickly moved to pay
down the associated bridge loan ahead of schedule; we implemented cost reductions and synergy
capture faster than anticipated; we divested four non-core businesses at favorable multiples; we
raised new equity in an over-subscribed offering; and we rapidly improved our capital structure.

We also made a number of difficult, but necessary, decisions: we reduced headcount, cut our
capital budget and, for the first time in our history, the Board of Directors made the tough decision
and lowered the dividend.

In this challenging climate, Dow’s men and women showed why they have a reputation as being
the best in the business when it comes to execution and implementation. Today, as the global
economy appears to be moving towards a more predictable footing, it is clear that our hard work
paid off. We not only weathered the storm, but delivered positive operating earnings in every
quarter. And just as important, we maintained our high standards for environment, health and
safety performance and remained committed to the communities in which we operate. Taken
together, we are now well positioned to take advantage of the new global macroeconomic
environment in which we all have to operate.

Never in Dow’s history have our geographic position, operating segments and people been better
aligned. All serve the same mission: to passionately innovate what is essential to human
progress by providing sustainable solutions to our customers.

Put simply, we believe the Dow of tomorrow is here today.

Last year was more than a year of recovery. it was a year in which we — with your support —
reaffirmed and advanced our long-term strategy of transformation. More than 5,000 interactions
with stockholders in 2009 made it clear that you supported our move towards becoming a company
whose earnings growth is greater, more predictable and more sustainable than before. Despite the
events of 2009, we never considered abandoning that vision. We knew we had the right set
of objectives.

Today, thanks to a number of key decisions, but most especially the Rohm and Haas acquisition,
we have the right portfolio as well. Your company is now two-thirds comprised of specialty
chemical, advanced material and agroscience businesses, giving us greater exposure to higher-
growth, higher-margin segments around the world. We have created an enterprise that uses
technology, not just to access existing markets, but to create new ones. With the acquisition
of Rohm and Haas, we are now one of the world’s largest advanced material providers, with
leadership positions in high-growth sectors, such as electronics, water, coatings and construction.
Drawing on Dow’s deep commitment to science and chemistry, we are poised to address the
megatrends that will shape the world’s future. These challenges are Dow's opportunities.

To seize those opportunities, we cannot — and will not — rest on the accomplishments of the
past year. Our work is not done. 2009 was a year of investment in our transformation, and while
it is well underway, it is not yet complete.



As we look ahead, Dow will complete the integration of Rohm and Haas. We will continue to
invest in technology-integrated, market-driven performance businesses that create value for
our stockholders and growth for our customers. In 2010, we will invest heavily in research and
development — again committing $1.6 billion to our already robust pipeline — an investment
equal to our record spend in 2009. This pipeline is valued today at $28 billion, more than five
times higher than in 1997. And we will continue to manage a portfolio of asset-integrated,
building-block businesses that generate value for our downstream portfolio.

We will stay focused on delivering the right asset-light strategy for our world-class Basic Plastics
segment. We will, as ever, be patient and do only the deals that fuel our high-growth, high-
value assets that, as we have seen, generate strong cash flow even in the most challenging
times. Our recently announced Styron transaction with Bain Capital is an example of seeking
the best value outcome for these businesses.

We will also maintain the financial and operational discipline that are hallmarks of our Company
and served us so well through the economic downturn. As | have said in the past, Dow is a
“no excuses” company. We welcome the fact that the global economic climate appears to be
improving, but we will not count on it. We ended 2009 with a cash balance of $2.8 billion, and
we improved our balance sheet because of the many actions we took throughout the year. I'm
committed to further improving the financial profile of the Company in 2010 and beyond. We
will continue to improve our financial ratios through additional non-strategic divestitures and
through our proven ability to generate solid cash flow.

Likewise, we are committed to meeting our announced structural cost reductions. We are
already well ahead of schedule towards reaching a $2.5 billion run-rate by year-end 2010.
In fact, we have already achieved more than 140 percent of the 12-month cost synergy and
restructuring run-rate goal for the integration of Rohm and Haas. In addition, we will improve
our working capital discipline by another $500 million this year.

This disciplined, strategic approach to our business served us well last year and is just as
important for Dow's future. It is the key to fulfilling our unwavering commitment to create
value for all our stakeholders — and, specifically, to increase value for you, our stockholders.

The Dow we are creating will deliver on this promise, today and tomorrow.

This past year has been like no other. Your Dow management team faced tremendous adversity.
I am pleased with how we came through with great results and a firm resolve.

Thank you for your patience and support during these challenging times. And thank you for
continuing to believe — as | do —in our vision: to be the most profitable and respected
science-driven chemical company in the world.

Phdois Licenie,

Andrew N. Liveris

President, Chief Executive Officer
and Chairman of the Board
March 3, 2010
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The Right Elements for Success

Right. Now. These two words describe the determination and the spirit of urgency

that guided our actions in 2009. Dow has the right elements in place for success.

We have the right portfolio and the right focus on financial discipline. We are involved

in the right sectors, where we see strong growth and favorable long-term fundamentals.

We are investing in the right innovations. And we have the right geographic balance

to capture growth in emerging regions of the world. These elements for success will

allow us to continue to execute from a position of strength and leadership. We invite

you to read why.

» THE RIGHT STRATEGY

Our strategy is to preferentially invest

in a portfolio of technology-integrated,
market-driven businesses that create
value for our stockholders and growth
for our customers. The strategic themes
of Financial Discipline, Sustainability,
Performance Culture and Profitable
Growth have guided the transformational
steps we have taken to establish Dow as
a high-performance, earnings-growth
company. On the Basics side, we will
manage a portfolio of asset-integrated,
building-block businesses to generate
value for our downstream portfolio. On
the Performance side, we are investing in
science-based innovation and sharpening
our customer focus to create businesses
and brands that will deliver higher margins
and more consistent profitability.

il

* THE RIGHT COST STRUCTURE

Dow is focused on driving financial
performance by reducing debt, increasing
operating earnings while reducing
volatility over time, and achieving a higher
return on capital and equity. In 2009, we
exceeded our ambitious structural and
cost synergy goals, realizing savings of
more than $1.2 billion. We also retired all
Series B and C preferred shares from our
capital structure at par and reduced long-
term debt with maturities through 2011
by 80 percent. Through the execution
of our 2009 divestment program, Dow
reduced total indebtedness by more than
$2.5 billion since April 1, 2009. These
actions lowered our net debt-to-total
capitalization ratio to 48 percent, ahead
of our target, and reduced the Company’s
financing costs by $500 million per year.

» THE RIGHT PORTFOLIO

The Dow of Today operates three
integrated business models with more
high-growth, high-margin, technology-rich
businesses than ever before, The 2009
acquisition of Rohm and Haas shifted

our business portfolio, which is now
two-thirds comprised of Advanced
Materials, AgroSciences and Performance
businesses, where science and research
and development (R&D) capabilities fuel our
growth. Rohm and Haas is the key element
in building Dow’s new Advanced Materials
Division, which includes electronic materials,
coating materials, building and construction
products, specialty materials, and adhesives
and functional polymers. These are all
high-customer-touch businesses with strong
technology positions and broad geographic
reach that will lead us to significantly
improved earnings in the years ahead.




» THE RIGHT GEOGRAPHIC
BALANCE

Few companies are more global than
Dow. Today, 68 percent of our revenues
come from locations outside of the United
States. This number is even higher when
considering that about 75 percent of the
sales of Dow's joint ventures are also
outside the United States. Even more
impressive, 32 percent of Dow’s sales
came from emerging geographies, where
growth rates are in excess of 10 percent.
We're seeing volume growth of two to
three times gross domestic product in
emerging geographies in places such as
Brazil, China, India, Eastern Europe and
Southeast Asia, where we already have
a substantial presence. By 2012, we
anticipate revenues from our emerging
geographies will comprise at 35 percent
of our total revenues.

Pro forma basis.

» THE RIGHT FOCUS

Our reinvigorated innovation engine is focused
on four global emerging social and economic
megatrends: Energy, Transportation and
Infrastructure, Consumerism, and Health and
Nutrition. By aligning our innovation efforts
and business investments with these global
megatrends, we ensure our growth resources
are aimed at the areas of greatest societal
need and business opportunity. Already, we
are delivering practical solutions for some
of the world's most critical challenges. To
advance renewable energy production, our
POWERHOUSE™ Solar Shingles promise to
put solar power within reach of mainstream
energy consumers by addressing two of the
biggest challenges associated with residential
solar — cost and aesthetics. And to help us
breathe easier, our AERIFY™ Diesel Particulate
Filters enable automotive manufacturers

to meet more stringent emissions regulations
while delivering outstanding engine
performance at lower overall costs. And

10 help produce more food to feed a
growing planet, SmartStax™ corn hybrids
improve insect protection, allow the best
solution to be planted on more land and
minimize the potential for insect resistance.

» THE RIGHT INNOVATION
PIPELINE

Dow is reinventing itself into an agile
scientific innovator with the capability
to solve major global issues. Fueling
this transformation is our innovation
engine. In 2009, we invested a record
$1.6 billion' in R&D ~ more than the
combined physical sciences R&D budgets
of the top 25 ranked U.S. universities.
Our continued investments are paying
off: during the last three years, we
have nearly tripled our pipeline valuation
~ 10 $28 billion — by making targeted
investments in higher-value, higher-margin
products and businesses. At the same
time, we have implemented a rigorous,
cross-company system of portfolio
management to ensure every research
dollar is spent on the highest value-
adding opportunities. By consistently
investing in world-class resources and
people, our innovation engine sets the
stage for delivering long-term value to
our stockholders while addressing the
evolving needs of our planet.
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2009 Achievements

2009 was a pivotal year for Dow and one of the most active
years in the Company’s history. It was also a year of innovation,
achievement and delivering on our commitments. The following

are a few of the significant events that shaped the year.

FIRST QUARTER

Dow reaches an agreement to close the acquisition of Rohm and
Haas Company, the Philadelphia-based specialty chemical and
advanced materials company, under a substantially altered financial
structure. On the same day, Dow increases its acquisition-related
cost syrergy target by more than 40 percent to $1.3 billion.

Dow Water and Process Solutions breaks ground on its Water
Technology Development Center in Tarragona, Spain.

Dow and BASF SE announce that the world’s largest commercial-

scale propylene oxide plant successfully completes its start-up

phase. The plant, located in Antwerp, Belgium, is the first based
on the innovative Hydrogen Peroxide to Propylene Oxide (HPPO)
technology jointly developed by Dow and BASF.

Dow converts its manufacturing facility in Dalton, Georgia, for
the production of STYROFOAM™ Brand Insulation to a new, zero
ozone-depleting, no-YOC (volatile organic compound) foaming
agent technology. Other North American plants are scheduled for
conversion throughout the year.

Dow and Std-Chemie AG announce a collaborative research
agreement aimed at finding ways to convert synthesis
gas, produced from abundant resources such as coal or
biomass, to building-block chemicals in a more efficient
and economical process.

Dow introduces ECOSURF™ EH Specialty Surfactants, a new

generation of high-performance, readily biodegradable surfactants.

Dow's Automotive Systems business presents a new two-
component bonding system for lightweight roof designs,

enabling the combination of different materials that resuit

in significant weight-reduction advantages.

Dow and Alstom Power, Inc. announce the design and construction
of a pilot plant to capture carbon dioxide from the flue gas of a
coal-fired boiler at the Dow-owned facility in South Charleston,
West Virginia, using jointly developed advanced amine technology.

Dow and Royal Castor Products sign a commitment to conduct
research in sustainable, bio-based products and solutions using
castor oil.

The Dow Chemical Company

SECOND QUARTER

On Aprit 1, Dow completes its acquisition of Rohm and Haas,
marking a significant milestone in Dow’s transformation to an
earnings-growth company. With the transaction, Dow becomes
a leading global specialty chemical and advanced materials
company. Dow announces that in addition to the issuance of
three series of preferred stock, it will utilize a multibillion-dollar
bridge loan to partially fund the acquisition and it will repay the
loan by the end of 2009 through the divestment of assets and
the issuance of equity and long-term debt.

Also on April 1, Dow announces its intention to divest Morton
Salt for a transaction value of $1.675 billion, setting in motion
an aggressive program that calls for the divestiture of four
non-strategic businesses by the end of the year.

Dow successfully executes more than $8 billion in capital
markets transactions. Dow issues $2.25 billion of new common
stock and $6 billion of debt securities while simultaneously
retiring all Series B preferred shares, at par, from its capital
structure. Dow converts Series C preferred shares into common
stock. The moves reduce the Company’s financing costs, and
were immediately accretive to common stockholders.

Dow moves forward with the second and third non-strategic
divestitures of 2009, announcing its plans to divest its
Calcium Chloride business as well as its interests in Dutch
petroleum refinery Total Raffinaderij Nederland N.V. (TRN),
a nonconsolidated affiliate. The two separate sale agreements
total in excess of $900 million, which the Company says
will be used to pay down debt, preserve financial flexibility,
streamline its portfolio and improve cash flow.

Dow completes the sale of its Calcium Chioride business.

Dow announces plans to work with Algenol Biofuels, Inc.
to build and operate a pilot-scale, algae-based integrated
biorefinery in Freeport, Texas, that will convert carbon dioxide
into ethanol.

Dow inaugurates the first Dow Sustainability Innovation
Student Challenge at strategic universities across the world.

Dow and Gazprom Marketing and Trading Limited announce
a signed memorandum of understanding to develop and
implement greenhouse gas reduction projects on a global basis.



THIRD QUARTER

On July 1, Dow announces a restructuring plan that will
streamline the Company's manufacturing footprint and is
expected to achieve more than $100 million in annual savings.
This plan is in addition to the restructuring plan announced
in the fourth quarter of 2008 and includes the shutdown of a
number of manufacturing assets, particularly in Dow’s Basics
portfolio. These actions are aligned with the Company’s
strategic transformation, which focuses on preferential
investment in its Performance businesses.

Dow AgroSciences and Monsanto Company announce the
completion of U.S. and Canadian requlatory authorizations
for SmartStax™ technology, the agricufture industry's most
advanced, all-in-one corn trait platform.

On the same day second guarter earnings are announced, Dow
sefs in motion its fourth non-strategic divestiture of 2009,
with plans to divest its ownership stake in OPTIMAL Group
of Companies, nonconsolidated affiliates, for $660 million. The
transaction closes on the last day of the quarter. Proceeds are
used to pay down debt,

Dow prices a $2.75 biltion public offering of debt securities, the
proceeds from which are used to repay a portion of the bridge loan.

Dow Kokam, a proposed joint venture between Dow and TK
Advanced Battery, is awarded a $161 million federal grant from
the U.S. Department of Energy to develop a new generation of
high-power battery technology to supply the automotive industry.

Dow and Alstom Power, Inc. announce the successful start-up
of the pilot plant to capture carbon dioxide from the flue gas of
a coal-fired boiler at the Dow-owned facility in South Charleston,
West Virginia.

Dow completes the sale of its interests in TRN.
Dow AgroSciences announces that its affiliated cottonseed

company, PhytoGen, has reached 10 percent of the total U.S.
cottonseed units sold.

Dow earns the R&D 100 Award for INFUSE™ Olefin
Block Copolymers.

Dow and King Abdullah University of Science and Technology
announce plans to establish the Dow Middle East R&D Center
at the university’s Research Park and Innovation Cluster.

Dow completes the sale of Morton Salt. Approximately
$1 billion in proceeds from the transaction are used to fully
repay the outstanding balance of the bridge loan, and the
remaining proceeds are used to pay down other debt, in line
with the Company's broader deleveraging plan.

Dow unveils its line of POWERHOUSE™ Solar Shingles,
revolutionary photovoltaic shingles that can be integrated
into rooftops with standard asphalt shingle materials. TIME
Magazine names POWERHOUSE Solar Shingles one of
“The 50 Best Inventions of 2009."

Dow and BASF SE jointly announce their support for the
Patent Asset Index™, a new methodology that measures R&D
effectiveness and innovation strength and how these factors lead
to sustained competitive advantage. Results show Dow is among
the most innovative companies in the global chemical industry.

Dow signs an agreement to sell its powder coatings business
to Akzo Nobel N.V. The move is consistent with Dow's active
portfolio management process and the proceeds will be used to
pay down debt.

Dow announces the formation of Dow Construction Chemicals, a

new business unit that offers in-depth technical knowledge and
effective formulation development experience to manufacturers of

building and construction products around the world.

Dow and Tata Consultancy Services announce plans to form
a business alliance that will provide critical business services
to Dow, its subsidiaries and joint ventures.

Dow Water and Process Solutions announces that its FILMTEC™
Reverse Osmosis Elements have been selected for the new
Southern Seawater Desalination Plant outside Perth, Australia.

Dow announces its alignment with Live Earth to host the Dow
Live Earth Run for Water, the largest solutions-based intiative
aimed at solving the world water crisis.

Dow Izolan, a joint venture company formed between Dow and
Russia-based fzolan, Ltd., inaugurates its new state-of-the-art
polyurethane systems manufacturing facility in Viadimir, Russia.

Dow and Denbury Onshore, LLC sign @ memorandum of
understanding to capture by-product carbon dioxide from
Dow's ethylene oxide plant in Plaquemine, Louisiana, for
use in Denbury's enhanced oil recovery operations.

Dow Wolff Cellulosics launches METHOCEL™ Gluten Replacer,
a plant-derived gluten replacement solution.
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Andrew N. Liveris
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Assistant Secretary
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Senior Vice President,
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The Dow Chemical Company
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Ronald C. Edmonds
Vice President and Controller

Gregory M. Freiwald
Executive Vice President,
Human Resources and
Corporate Affairs

Michael R. Gambrell
Executive Vice President,
Manufacturing and
Engineering Operations

Heinz Haller

Executive Vice President,
Marketing and Sales,
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and Executive Oversight,
Asia Pacific

Charles J. Kalil
Executive Vice President,
Law and Government
Affairs, General Counsel
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David E. Kepler
Executive Vice President,
Business Services, Chief
Sustainability Officer and
Chief Information Officer

Juan R. Luciano
Senior Vice President,
Hydrocarbons and Energy,

Basic Plastics and Joint Ventures,

and Executive Oversight,
Latin America

James D. Mcllvenny
Senior Vice President,
Performance Products

Geoffery E. Merszei
Executive Vice President of
The Dow Chemical Company;
President of Dow Furope,
Middle East and Africa; and
Chairman of Dow Europe

Fernando Ruiz
Corporate Vice President
and Treasurer

Douglas 1. Anderson
Corporate Auditor

W. Michael McGuire
Assistant Secretary

Amy E. Wilson
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Chairman and Chief Executive
Officer, Whiripool Corporation
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Director 1980-1992 and
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John B. Hess

Chairman and Chief Executive
Officer, Hess Corporation
Director since 2006

Paul Polman

Chief Executive Officer,Unilever
PLC and Unilever N.V.

Director since February 2010

James M. Ringler

Ruth G. Shaw

Dennis H. Reilley

Former Chairman, Covidien, Ltd.

Director since 2007

James M. Ringler
Chairman, Teradata Corporation
Director since 2001

Ruth G. Shaw

Former Executive Advisor,
Duke Energy Corporation
Director since 2005

Paul G. Stern

Dow Presiding Director,
Chairman, Claris Capital
Director since 1992

Jjohn B. Hess

Paul G. Stern
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Board of Directors
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J.M. Fettig
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P.G. Stern
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P.G. Stern, Chair

J.A. Bell

J.M, Fettig

B.H. Franklin
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D.H. Reilley, Chair
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J.B. Hess

P. Polmen

R.G. Shaw
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J.K. Barton, Chair
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The Dow of Tomorrow — Here Today

DOW ADVANCED MATERIALS B Sdoaneed boters o

The Dow Advanced Materials Division is comprised of the Electronic and Performance Segments

Specialty Materials and Coatings and Infrastructure operating segments.

Basics Segments

STRENGTHS AND STRATEGY LEADING INDUSTRY POSITIONS
e Leading positions in high-growth markets driven Electronic Materials Specialty Materials
by innovation, including water, electronics, food, (Four businesses: (Five businesses: Dow
pharmaceuticals and health care Semiconductor Wolff Cellulosics, Dow
e Strong positions in emerging geographies (Electronic Materials: 7@(/‘7/70/09@5, Interconnect Home and Personal Care,
72% Asia Pacific) Technologies, Display Dow Warter and Process
) . o . Technologi tf ution Vicrobial
@ Electronic Materials growth driven by trends toward ;giggg/gg /.Zi’) Growth ? 0//;/;‘/0/{“ 5/’) D?OV/"/ / ”/I 7(/;10/5
miniaturization, faster processing and multi-functional devices 09 Ontrol, Ferormanc
‘ 4 L . : g s and Materials)
= Specialty Materials has the strongest portfolio of enabling No. 1: CMP Pads an _
water purification components, including technologies to reduce Metallization Chemistry No. 1: Reverse Osmosis
the cost of desalination and water reuse 35% by 2012 No. 2: CMP Slurries, Membranes, lon Exchange
N . H P P H .
= Key Joint Venture: Dow Coming Corporation Photolithography Materials ~ Resins, Specialty Cellulosics
o and Biocides

No. 1-2: Ingredients
Supplier to Home and
Personal Health Care

STRENGTHS AND STRATEGY LEADING INDUSTRY POSITIONS

» [ndustry-leading positions in coatings with robust innovation (Four businesses: Dow Coating Materials, Dow Building
pipeline aligned to consumer preferences for low- and zero- Solutions, Dow Construction Chemicals, Adhesives and
VOC coatings Functional Polymers)

= Extensive building and construction portfolio with growth No 1 Architectural Binders

: . drivers tied to consumer preferences for energy efficiency

' and lower environmental impact

e Unmatched R&D capabilities, with technical centers located
around the world

e Combined strengths of Dow and Rohm and Haas, providing
a breadth of chemistries with strong application expertise,
product innovation and channels to market

s Market-centric, with strong sales support, customer service o
and technical expertise in each geographic area |

No. 1. Architectural Additives
No. 1: Acrylic and Styrene Acrylic Emulsions
No. 1. Epoxy Resins, Additives and Solvents Infrastructure

No. 1: Extruded Polystrene Foam Insulation and Cellulose-
Based Products




Dow combines the power of science and technology with the “Human Element” to passionately
innovate what is essential to human progress. The Company connects chemistry and innovation
with the principles of sustainability to help address many of the world's greatest challenges
such as the need for clean water, renewable energy generation and conservation, and increased
agricultural productivity. Dow's diversified, industry-leading portfolio of specialty chemical,
advanced materials, agrosciences and plastics businesses delivers a broad range of technology-
based products and solutions to customers in approximately 160 countries and in high-growth
sectors such as electronics, water, energy, coatings and agriculture. In 2009, Dow employed
approximately 52,000 people worldwide and manufactured more than 5,000 products at 214

sites in 37 countries across the globe.

STRENGTHS AND STRATEGY LEADING INDUSTRY POSITIONS
@ Robust pipeline of innovative chemical and biological solutions (Dow AgroSciences)

£ : p .

for agricutture and human health , No. 1: Green Chemistry/Insecticides (SENTRICON® Termite
 Global leader with product lines in agricultural chemicals, Colony Elimination System, Spinosad, Spinetoram)

urban pest management, healthy oils and plant biotechnology No. 1: Silage Corn and Omega-9 Naturally Stable Oils

e Sales in more than 130 countries with R&D and manufacturing
sites across the globe

® SmartStax™ technology, co-developed with Monsanto, and Dow
AgroSciences Herbicide Tolerant Trait Technology (DHT) expected
to contribute a combined EBITDA margin of greater than 50%

LEADING INDUSTRY POSITIONS

STRENGTHS AND STRATEGY

e Sophisticated technology- and materials-enabled solutions (Six businesses: Dow Flastomers, Formulated Systems,
for diverse applications such as civil engineering, consumer Dow Wire and Cable, Automotive Systems, Dow Fiber
durables, oil and gas, automotive, wind energy, and wire Solutions, Dow Off and Gas)
and cable : R , N

_ _ ] No. 1: Automotive Glass Bonding

» Tailor-made formulations valued by customers for their s . . .

No. 1: Spedialty High-Performance Sealants

performance in specialized applications
e Strong growth tied to infrastructure investments, energy
conservation, automotive safety and light-weighting
e Building value through bolt-on acquisitions

No. 1: Wire and Cable Compounds
No. 2: Polyurethane Systems




STRENGTHS AND STRATEGY

= World's largest producer of propylene oxide and polyether

polyols; world's fargest producer of epoxy and intermediates;

and a leading producer of performance solvents, monomers

and intermediates

Strong supply network and R&D capabilities

Building-blocks maintain low-cost position and retain flexibility

to fuel growth in downstream derivatives

Highly diverse portfolio of product lines, marketed to a broad

range of end uses

e Targeted application development to further differentiate
product offerings

-3

@

LEADING INDUSTRY POSITIONS

(Seven businesses: Polyurethanes, Oxygenated Solvents;
Amines, Epoxy, Performance Fluids, Polyglycols and
Surfactants; Performance Monoimers, Emulsion Polymers)

No. 1: Propylene Oxide No. 1: E-series Glycol Ethers
No. 1: Polyether Polyols No. 2: P-series Glycol Ethers
No. 1: Epoxy and Intermediates No. 1: Acetone Derivatives
No. 1. Ethyleneamines No. 1. Oxo Alcohols

No. 1: Ethanolamines No. 2: Performance Fluids

STRENGTHS AND STRATEGY

= Vast global reach with sales, marketing, application development,
technical service and channels-to-market in nearly 100 countries

s Differentiated product slate, including customized product
offerings and specialty compounds

e Leading process technology, with integrated facilities that
are scale-efficient and highly productive

e Business model that has established strong-performing joint
ventures in the Middle East and Asia Pacific

@ Key Joint Ventures: EQUATE, Equipolymers, Americas Styrenics,
Univation Technologies, Kuwait Olefins, SCG-Dow Group

LEADING INDUSTRY POSITIONS

No. 1: Producer of polyethylene, the most commonly

used plastic in the world

e Leading supplier of polypropylene, polycarbonate
and polystyrene

The Dow Chemical Company
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STRENGTHS AND STRATEGY LEADING INDUSTRY POSITIONS
e Highly integrated operations: (Three businesses: Chior-Alkali/Chlor-Vinyl, Chiorinated
— Enable competitive advantage through low-cost feedstocks Organics and Ethylene Oxide/Ethylene Glycol)
to hilgh—va(ue, high-gr‘owth.performance businesses No. 1 Producer of chlorine
— Provide cost and sustainability advantages throug.h the recycle No. 1: Producer of caustic soda
and reuse of by-products from downstream chemical steps i i
No. 1: Producer of chlorinated organics
» Technology innovations maximize value through advantaged ' S
operating costs, increased asset capability, improved yields, No. 1: Producer of ethylene d|c-hlor|de
reduced energy intensity and enhanced reliability No. 1: Producer of ethylene oxide
o World-class economies of scale and global reach No. 2: Producer of vinyl chloride monomer

o Valuable market franchises through industry-leading
merchant customers

» Key Joint Ventures: MEGlobal, EQUATE, Kuwait Olefins

Dutadiene, butylene, cumene, ethylen

STRENGTHS AND STRATEGY LEADING INDUSTRY POSITIONS

o Purchases and converts crude oil- and natural gas-based raw o World's largest ethylene producer and consumer
materials into basic chemical building-blocks and intermediate o Key producer of propylene and benzene
products used by almost all of Dow's downstream businesses o World leader in the production of olefins and aromatics

o Unparalleled scale and global reach provide business with the o Dow owns world's two largest ethane crackers (both
agility to respond to sudden changes in market conditions, which located in Alberta, Canada)

is crudial to the cost competitiveness of the Basics businesses

o Superior product integration ranging from feedstocks and
monomers to a myriad of products used by derivative businesses

» Advantaged feedstock positions in Canada, Argentina and the
Middle East

o Operational excellence focused to maximize value through
increased asset capability, improved raw material yields, |
reduced energy intensity and enhanced reliability

2009 Annual Report 13




Innovation

At Dow, we never lose sight of the difference between invention and innovation. Invention
is the initial spark, but innovation is the art of perfecting the invention into something that
satisfies customers. Innovation transforms knowledge into new products, creates value and

fuels growth.

As a leading producer of advanced materials, Dow has the creativity, expertise and insight
to invent — and the resources, global reach and scale to drive innovation, leverage our
strengths and meet society’s unique challenges.

In 2009, Dow invested $1.6 billion" in research and development (R&D). That is more than
the total physical sciences R&D budgets for the top 25 ranked U.S. universities combined.
Our stringent R&D pipeline management system helps ensure our research activities are
not only aligned with global megatrends but are also supported by solid business cases.
In this way, our innovation engine is generating the solutions that meet the most vital
needs of our customers and the world.

R&D Pipeline Valuation
Net Present Value (§ billions)

Today, our R&D pipeiine is valued
at $28 billion — more than five times
higher than in 1997,

i Growth Synergies

5 Advanced Materials Division

» Performance Products and Systems
@ Dow AgroSciences
@ Corporate Innovation Fund

¥ Basics

1997 2007 2008 2009

Pra forma basis.




MANAGING THE INNOVATION PIPELINE

We treat every dollar entrusted to R&D as a privilege and not a right, and we use
stringent discipline to manage an innovation portfolio of more than 500 projects.

We manage our innovation pipeline to optimize our research investments in three
fundamental ways:

» World-class, long-term strategic research that supports focused R&D organizations that
are aligned and accountable to individual businesses
Our research efforts address both short-term business objectives, to strengthen our market
leadership in incumbent technologies, and long-term strategic goals, to capture adjacent
or new markets or disruptive technological change. Our centralized research organization
(Core R&D) works closely with every business. In 2009, Core R&D received approximately
20 percent of the total R&D budget, with roughly 75 percent of those funds allocated directly
to the businesses. Additionally, approximately $100 million was allocated to the Corporate
Innovation Fund, which is used to develop breakthrough innovations.

» Disciplined, metrics-driven portfolio management within and between business units
that ensures the best programs are funded
Our more than 500 projects are prioritized within Dow's R&D Growth Playbook, an annual
collection of every ongoing R&D project. Projects are prioritized based on a 10-year horizon,
first within individual business units, and ultimately, across the Company as a whole. This
process produces an optimal mix of short- and long-term programs.

» A world-class people pipeline of high performers and future leaders

In 2009, we continued to invest in top talent by hiring more than 100 PhDs from the world's top
research universities. We also opened Dow’s Shanghai Research Center, a fully integrated facility
featuring core and business research laboratories and a unigue customer innovation center.

Dow's high-throughput R&D capabilities
help customers get new products and
solutions to market faster.

v



FOCUSED ON MEGATRENDS

Our innovations are aligned with four global megatrends: Health and Nutrition, Energy, Transportation and
Infrastructure, and Consumerism. Dow science enables customers to stand out in strategic marketplaces

with innovative solutions and enhanced product performance.

HEALTH AND NUTRITION

By focusing on innovative solutions in agriculture, functional
foods and health care, Dow is dedicated to improving the quality
of life today and for future generations, through projects such as:

s New advanced herbicides and insecticides that lzad to
increased agricultural productivity.

@ Cross-licensing agreement and R&D collaboration with
Monsanto to commercialize the world's most comprehensive
insect and weed control product in corn — SmartStax™ —
providing yield protection from weed and insect threats.

= New cellulosics that improve overall drug efficacy.

# Zero trans-fat and low saturated fat Omega-9 cenola and
sunflower oils that meet consumer demands for healthier foods.

ENERGY

We understand that conservation and diversity of supply are
instrumental to the world's efficient use of energy. Since the
invention of STYROFOAM™ Brand Insulation, Dow.has been
developing solutions to address the energy challenge, including:

* Industry-leading use of alternative feedstocks, such as our
sugarcane-to-polyethylene project in Brazil, which will be
the world's largest bio-derived plastics facility.

s New epoxies for lighter and stronger wind blades.

e Breakthrough home insulation products that help improve
energy efficiency.

¢ Building integrated photovoltaic (BIPY) roofing that will make
solar energy practical and economical for households.

e New generation of high-power battery technology for hybrid
and electric vehicles. In 2009, a joint venture between Dow
and TK Advanced Battery was awarded a $161 million federal
grant from the U.S. Department of Energy and tax incentives
from the State of Michigan that will be used to establish

manufacturing operations to produce enough batteries to

supply 60,000 hybrid or electric vehicles per year.

TRANSPORTATION AND INFRASTRUCTURE

Dow is committed to improving the quality of life for our
growing global population by focusing on housing, water
and transportation innovations such as:

» New filtration technology that helps deliver clean water
to places where it is most urgently needed.

® Plastics and bonding solutions that make cars tougher
and lighter, improving safety and fuel efficiency.

» Diesel particulate filters that reduce emissions, allowing
higher performance at lower costs.

CONSUMERISM

Dow innovations lead to soaps that are more effective at

removing dirt, coatings that are more durable and better

for the environment, and plastics that are stronger and more
flexible. Our goal is to meet manufacturer and consumer

preferences for lighter, cleaner, better performing and more
appealing products, including:

e LCOSURF™ Biodegradable Surfactants that meet consumer
demand for cleaners, paints and coatings with reduced
environmental impact.

* Advanced electronic materials used to produce the next
generation of flat panel displays.

s RENUVAT™ Renewable Resource Technology, which uses
renewable feedstocks such as soybeans to create natural
oil-based polyols. The polyols can be used to develop
consumer products that have more natural content, greater
performance and a smaller environmental footprint.




Accelerating Innovation

Today's Dow has a renewed focus on higher-margin, higher-growth businesses
where technology is the key differentiator. Underpinning our transformation is
our immense R&D pipeline, which is fueling organic growth across the value
chain. The combined R&D capabilities of Dow and Rohm and Haas have resulted
in a unique, science-based and customer-driven powerhouse. The top long-term
growth synergy opportunities have a combined revenue potential of more than
§4 billion. For example:

Low-¥OC Coatings

The combination of Rohm and Haas and Dow leadership in emulsion polymer
technalogy, resin design and fundamental formulation knowledge, along with
Dow’s recent investment in high-throughput research capability, has created an
opportunity that neither company could have achieved on its own, For instance,
since the acquisition, Dow has produced a zero-VOC formulation that is close to
commercialization, which will help formulators meet or exceed environmental
and consumer standards for safety, quality and durability.

Electronic Materials

Dow's Electronic Materials business is an industry leader with a full suite of
metallization, planarization, lithography, display and assembly materials. The

combination of Rohm and Haas's strong technical position, strategic customer
relationships and global footprint complemented by Dow's extensive epoxy

portfolio Is allowing us to aggressively enable the next generation of consumer

products. Dow's high-throughput research capabilities are a key enabler for

the Rohm and Haas photoresist business, delivering the precise formulations to

produce defect-free materials.

Our unigue sty d@g research collaborations
p rernier institutions allow us to share

fn al and inteflectual resources o
create Dream.mugﬂ technologies. For
example, in 2009, we signed a multi-year
agreement with the California Institute of
Technology to work toward next-generation
photovoltaic materials,




Sustainability

There is only one planet Earth, and its resources are limited. So everything we do, and how
we do it, has an impact. As the world's population rises and new economies emerge, society
requires novel solutions to meet its most basic needs, including energy, water, food, health

and transportation.

That's what we do at Dow. We have some of the world’s best scientists and engineers
dedicated to solving global challenges. We focus our innovation engine on delivering new
technologies that enable our customers to meet society's greatest needs, while at the same

time responsibly reducing our own footprint.

Water purification, crop productivity and harnessing energy from the wind and sun are just
some of the ways that Dow is committed to protecting our planet. This commitment unlocks
opportunities that are good for business and good for the world. For this reason, we've

elevated this commitment by making it a key corporate value in 2009.

2015 Sustainability Goals

To ensure accountability and success, we report progress every quarter » Targets and combined performance
on our 2015 Sustainability Goals. More detailed goal descriptions and were recalibrated in 2009 to reflect

. X the acquisition of Rohm and Haas.
complete quarterly reports can be viewed at www.dow.com/commitments.

Product Satety Leadership
» GOAL: Publish Product Safety Assessments for all products

&
s

Before a product is considered for market, it must meet our high standards

for both human and environmental safety. Dow's Product Safety Assessments
(PSAs), a voluntary process for characterizing and managing product risk and
communicating non-technical product information to the public, have been

recognized as a best practice by government and industry representatives. As
a result of integrating Rohm and Haas, our overall product portfolio grew and
our total goal for PSAs increased from approximately 650 to 850. At the end of
the year, there were 231 PSAs posted on our website, reflecting an addition of
80 and surpassing our 2009 goal of 50 new PSAs. Our goal is to have publicly
available PSAs for all applicable Dow products by the end of 2015. Cumulative Product Safety Assessments

&

@
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Sustainable Chemistry

& » GOAL: Double the percentage of sales to 10% for products that are advantaged by
sustainable chemistry

Our technologies enable our customers, and their customers, to develop products and services
for a more sustainable future. For example, our Electronics Materials business has created new
metallization technologies that increase the efficiency of solar cells. This cyanide-free technology
reduces the cost of solar technology for consumers and helps promote the growth of solar
energy. We also are making progress in improving the environmental profile of existing product
lines. Our low-odor and low-valatile-organic-compound formulations help coatings formulators

. stay ahead of environmental regulations while advancing performance. Our Sustainable

07 08 09 10 11 12 13 14 15 Chemistry Index helps measure our progress. Progress against this goal for the previous year is

Percent of Company Sales with published annually in our second quarter. Our 2008 performance reflected low operating rates
Sustainable Chermistry Advantages that impacted operational resource efficiency.

Local Protection of Human Health and the Environment

» GOAL: Achieve, on average, a 75% improvement of key indicators for Environment, Health & Safety operating excellence
from 2005 baseline

Our corporate cufture is based on the mindset that every employee and contractor returns home safely at the end of the
workday. A corporate-wide "Drive to Zero” campaign creates an employee culture to achieve zerc accidents, zero injuries
and zero excuses. Along with recalibrating targets to address the new baseline created by the 2009 acquisition of Rohm
and Haas, we added four new metrics to our Local Protection of Human Health and the Environment goal. The first three
metrics commit Dow to reduce emissions by 30 percent from base year 2005, by the year 2015, related to volatile organic
compounds (VOCs), priority compounds and nitrogen oxides (NOx). The fourth new metric involves a commitment to
recycle 300 million pounds of by-products as raw materials, instead of disposing of them as waste.

Xel
~ o
7o} e}

e
e
e
o
“e75
L L ] I3 L
94 05 06 07 08 09 10 11 12 13 14 15 94 05 06 07 08 09 10 11 12 13 14 15 05 06 07 08 09 10 11 12 13 14 15
Injury and lliness Loss of Primary Containment Incidents Process Safety
(recordable incidents per 200,000 work hours) {number of incidents) {number of incidents)

2009 Annual Report




Addrassing Climate Change

» GOAL: Reduce our greenhouse gas intensity 2.5% per year

Since 1990, we have reduced our total Kyoto and non-
Kyoto greenhouse gas emissions by more than 35 percent
and exceeded the targets set by the Kyoto Protocol. In
2009, we continued to make significant improvements
to minimize our footprint and improve the quality of the
environment. For example, we:

e Began conversion of North American facilities that
manufacture STYROFOAM™ Brand Insulation to our
new zero ozone-depleting foaming agent technology.
When conwersion is complete in spring 2010, it will cut
our greenhouse gas impact for that region in half.

» Started up a pilot plant based on advanced-amine
technology, jointly developed by Alstom and Dow,
to capture CO, emissions from the flue gas of a coal-
fired boiler in the Dow-owned South Charleston,
West Virginia, plant.

e Announced plans to build a pilot-scale, algae-based
biorefinery at our Freeport, Texas, site that will
convert CO, into ethanol, which then could be
used for transportation fuel or as a sustainable
chemical feedstock.

Dow also is a member of the U.S. Climate Action Partnership, a
group of businesses and leading environmental organizations
that are calling on the federal government to enact national
legislation to require significant reductions of greenhouse
gas emissions.

Greenhouse Gas Emissions
(millon metric tons of CO;-equivalent,
Kyoto and non-Kyoto}

~ [*al X
<t =T =t

irect and Indirect Absolute
GHG Emissions from Operations

@ Avoided Emissions Attributable
to Dow Insulation in Service

« These avoided emissions are equivalent
to removing from the road: 10% of the
autos in the U.S., 50% of the autos in

The Dow Chemical Company

Germany ot 75% of the autos in Japan.

Energy Efficiency and Conservation
» GOAL: Reduce our energy intensity 25%

Responsible operations are at the core of our sustainability
commitment. Through new technology implementation
and process improvements, we are constantly improving
our energy use. Since 1994, Dow has saved more than
$9 billion due to improved energy intensity performance.

§ billions
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Energy Efficiency Cumulative Savings

In addition to improving the energy efficiency of our own
facilities, we are focused on helping customers improve
theirs. Our insulation products, such as STYROFOAM™
Brand Insulation, contribute to more energy-efficient
buildings and help avert hundreds of millions of metric
tons of CO; emissions every year. A third-party-validated
life cycle assessment found that the avoided emissions from
the use of Dow insulation products are about six times
greater than our Company’s total annual emissions.
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Energy Intensity
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Breakthroughs to World Challenges Our POWERHOUSE Solar Shingle was named
. S one of "The 50 Best Inventions of 2009” by
» GOAL: Achieve at least three breakthroughs that will significantly help solve world challenges TIME Magazine.

In 2009, Dow continued to make significant progress in addressing the global challenges
of water, health, housing, food, energy and climate change. For example, through Dow
Venture Capital's investment in Water Health International, we have enabled access to
clean drinking water for more than one million people in villages throughout India. Dow
AgroSciences, working with Monsanto, has developed a new all-in-one corn trait platform
called SmartStax™. Corn farmers who plant hybrids with SmarzStax will benefit from
increased productivity due to improved pest protection and a reduced refuge (from the
typical 20 percent to 5 percent for SmartStaxin the U.S. Corn Belt and Canada, and
from 50 percent to 20 percent in the U.S. Cotton Belt). These are just two examples
of Dow's efforts that promise to have a positive impact on millions of lives.

Contributing to Community Success

» GOAL: Achieve individual community acceptance ratings for 100% of Dow sites where we have
a major presence

See the following page on Contributing to Community Success for a complete report on our
progress toward this goal.

2009 Recognitions

Third-party validation is often the best measure of a company's sustainability leadership.
in 2009, Dow continued to garner recognition for our transparent reporting, technology
innovations and overall leadership.

o POWERHOUSE™ Solar Shingle named one of “The 50 Best Inventions of 2009" by
TIMF Magazine.

s Dow China Limited named among the top 10 companies in Business Watch Magazine's
“50 Green Companies” list.

e Dow and BASF received the Institution of Chemical Engineers Innovation and Excellence Award
for their jointly developed Hydrogen Peroxide to Propylene Oxide production technology,
which reduces wastewater by 70-80 percent and energy usage by 35 percent.

 Dow AgroSciences received the Michigan Green Chemistry Governor's Award for spinetoram
insecticide derived from fermentation of natural soil organisms.

= Dow achieved an A+ Rating for Global Reporting Initiative report for the second year in a row.

o Dow named for the ninth time to the Dow Jones Sustainability World Index.

2009 Annual Report
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Contributing to Community Success

At Dow, we believe that caring has the power to transform, collaboration can inspire, and
commitment to communities not only improves quality of life, but strengthens our business.
In 2009, Dow contributed $26.8 million directly through the Company and its philanthropic
arm, The Dow Chemical Company Foundation. These important contributions helped provide
clean drinking water, fund science education programs, build affordable housing and provide
disaster relief and rebuilding efforts to the communities in which we operate. Our approach to
charitable giving is quided by one common commitment: to contribute to community success.
To achieve this, we work closely with our respective communities to identify local priorities and

carefully target our resources in areas that we believe will make the most meaningful impact.

Charitable Contributions:
Site and Local Initiatives

__Asia Padific:

$1.6 million

Furope: Charitable Contributions:
~ $2.0 million Corporate Initiatives

Total Site and India, Middle East
Local Initiatives: and Africa:

$11.6 million ~$1.2 million

_Global Business and Functionally
Aligned Projects:
$8.2 million

Latin America:

$1.3 million
TOt[?}‘i t?;risggate Disaster Relief:
North America: o $0.4 million
$15.2 million

$5.5 milion _ Global Corporate Projects:

$6.6 million



Caring for Our Communities

To help serve the unique local needs of the communities in
which we operate, Dow conducted detailed surveys of residents
at 10 strategic sites across the globe. The surveys identified the
issues that matter most to the communities and resulted in
customized programs that address education, the environment
and economic success. For example;

e In Aratu, Brazil, Dow developed the ECOSMAR Project —
Matarandiba Sustainable and Solidarity Economy in partnership
with the Federal University of the State of Bahia. The project is
designed to promote sustainable development by generating jobs
and income in the Matarandiba community. First-phase initiatives
include a community information center and community bank.

® In Terneuzen, The Netherlands, Dow opened a technical training
pilot plant at the Regional Education Center. This will provide
on-the-job training for the future workforce of Dow, as weil as
other companies and industries.

In other community initiatives, Dow:

e Kicked off the construction of three “Project Hope” schools
in rural areas of Sichuan Province, China, to rebuild schools
damaged by an earthquake in 2008.

s Provided financial contributions, as well as polyurethane
product and technology, as the leading sponsor of the Jaipur
Foot project in India, which will supply artificial limbs and
calipers to more than 17,000 people.

e Teamed with two non-profit organizations in South Africa that
provide shelter, food and a family environment for orphans and
vulnerable children affected by HIV/AIDS. Dow is assisting with
operational costs and the schooling of the children.

Advancing Science Through Education

Supporting education has been a focus for Dow for more than
a century. From facilitating innovative ways to teach science
to younger students to supporting sustainability education at
universities, we are helping students succeed — in school, in the
workferce and in life. For example, Dow:

» Established a multi-year, muttimillion-doflar joint research
framework with King Abdullah University of Science and
Technology in the Kingdom of Saudi Arabia.

e Supports science-in-schools programs across the globe,
including one in Victoria, Australia, where robotics are
used to introduce primary and secondary schoolchildren
to science at 20 area schools.

Sparking World-Changing deas

Creating a better world for future generations requires tapping
the best ideas and resources. Dow works with hundreds of
partners worldwide as we strive to help address today’s
complex environmental challenges. In 2009, we:

e Collaborated with 1BM on its Global Innovation Outlook
on Water — a series of brainstorming sessions around the
world that brought together hundreds of the leading water
management experts to discuss strategies for improving the
efficiency of the world’s water systems.

» Teamed with Microsoft 1o faunch the Dow Microsoft Sustainability
Challenge. High school and college students across Brazil were
invited to submit projects aimed at reducing energy intensity.

e Announced our alignment with Live Earth to host the Dow
Live Earth Run for Water, the largest solutions-based initiative
aimed at solving the world water crisis. The event will take
place April 18, 2010, over 24 hours, and will feature concerts
and water education in countries across the world.

Giving Time, Talent and Resources

A number of programs give our employees the opportunity to
touch lives directly within their own regions. Among these:

e Dow was a sponsor of Habitat for Humanity's 2009 Jimmy
and Rosalynn Carter Work Project, which united volunteers and
families in need of decent, affordable housing in the Mekong
region. During the week-long event, volunteers built 82 new
homes in Vietnam, Cambodia, Laos, Thailand and China's
Sichuan Province.

s In Bay City, Michigan, Dow partnered with Habitat for
Humanity and more than 35 organizations from across the
region to paint, landscape and make repairs to 38 aging
homes. More than 800 volunteers, half of which were Dow
employees, turned out for the week-long neighborhood
revitalization project.

e Dow was a national sponsor of the Keep America Beautiful®
2009 Great American Cleanup, the nation’s largest annual
community improvement program. Dow employees nationwide
joined three million other volunteers to beautify parks, clean
seashores, pick up litter and plant trees.




VISION

To be the most profitable and respected science-driven chemical company in the world

MISSION

To passionately innovate what is essential to human progress
by providing sustainable solutions to our customers

CORPORATE STRATEGY

To preferentially invest in a portfolio of technology-integrated, market-driven performance
businesses that create value for our stockholders and growth for our customers

To manage a portfolio of asset-integrated, building-block
businesses to generate value for our downstream portfolio

VALUES
Integrity
Respect for People

Protecting Our Planet

STRATEGIC THEMES
Financial Discipline
Sustainability
Performance Culture

Profitable Growth

.
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The Dow Chemical Company and Subsidiaries

PART I, Item 1. Business.

THE COMPANY

The Dow Chemical Company was incorporated in 1947 under Delaware law and is the successor to a Michigan corporation,
of the same name, organized in 1897. Except as otherwise indicated by the context, the terms “Company” or “Dow” as used
herein mean The Dow Chemical Company and its consolidated subsidiaries. On April 1, 2009, the merger of Rohm and Haas
Company (“Rohm and Haas”) with a subsidiary of the Company was completed, and Rohm and Haas became a wholly owned
subsidiary of Dow.

The Company is engaged in the manufacture and sale of chemicals, plastic materials, agricultural products and services,
advanced materials and other specialized products and services.

The Company’s principal executive offices are located at 2030 Dow Center, Midland, Michigan 48674, telephone
989-636-1000. Its Internet website address is www.dow.com. All of the Company’s filings with the U.S. Securities and
Exchange Commission are available free of charge through the Investor Relations page on this website, immediately upon
filing.

BUSINESS AND PRODUCTS

Corporate Profile

Dow combines the power of science and technology with the “Human Element” to passionately innovate what is essential to
human progress. The Company connects chemistry and innovation with the principles of sustainability to help address many
of the world’s most challenging problems such as the need for clean water, renewable energy generation and conservation,
and increasing agricultural productivity. Dow’s diversified industry-leading portfolio of specialty chemical, advanced
materials, agrosciences and plastics businesses deliver a broad range of technology-based products and solutions to customers
in approximately 160 countries and in high growth sectors such as electronics, water, energy, coatings and agriculture. In
2009, Dow had annual sales of $44.9 billion and employed approximately 52,000 people worldwide. The Company’s more
than 5,000 products are manufactured at 214 sites in 37 countries across the globe. The following descriptions of the
Company’s eight operating segments include a representative listing of products for each business.

ELECTRONIC AND SPECIALTY MATERIALS

Applications: chemical mechanical planarization (CMP) pads and slurries * chemical processing and intermediates *
electronic displays * food and pharmaceutical processing and ingredients * printed circuit board materials * semiconductor
packaging, connectors and industrial finishing * water purification \

Electronic Materials is a leading global supplier of materials for chemical mechanical planarization; materials used
in the production of electronic displays; products and technologies that drive leading edge semiconductor design;
materials used in the fabrication of printed circuit boards; and integrated metallization processes critical for
interconnection, corrosion resistance, metal finishing and decorative applications. These enabling materials are found
in applications such as consumer electronics, flat panel displays and telecommunications.

e Products: ACAPLANE™ CMP slurries; AR™ antireflective coatings; AUROLECTROLESS™ immersion gold
process; COPPER GLEAM™ acid copper plating products; DURAPOSIT™ electroless nickel process;
ENLIGHT™ products for photovoltaic manufacturers; EPIC™ immersion photoresists; INTERVIA™
photodielectrics for advanced packaging; LITHOJET™ digital imaging processes; OPTOGRADE™
metalorganic precursors; VISIONPAD™ CMP pads

Specialty Materials is a portfolio of businesses characterized by a vast global footprint, a broad array of unique
chemistries, multi-functional ingredients and technology capabilities, combined with key positions in the
pharmaceuticals, food, home and personal care, water and energy production, and industrial specialty industries.
These technology capabilities and market platforms enable the businesses to develop innovative solutions that
address modern societal needs for sufficient and clean water, air and energy, material preservation and improved
health care, disease prevention, nutrition and wellness. The businesses’ global footprint and geographic reach
provide multiple opportunities for value growth. Specialty Materials consists of five global businesses: Dow Water
and Process Solutions, Dow Home and Personal Care, Dow Microbial Control, Dow Wolff Cellulosics and
Performance Materials.



The Dow Chemical Company and Subsidiaries

PART I, Item 1. Business.

Business and Products — Continued

o Products and Services: Acrolein derivatives; ACUDYNE™ hair fixatives; ACULYN™ rheology modifiers;
ACUMER™ scale inhibitors and dispersants; AMBERLITE™ ion exchange resins; AUTOMATE™ liquid
dyes; Basic nitroparaffins and nitroparaffin-based specialty chemicals; BOROL™ bleaching solution;
CANGUARD™ BIT preservatives; CELLOSIZE™ hydroxyethyl cellulose; Chiral compounds and biocatalysts;
CLEAR+STABLE™ carboxymethyl cellulose; CORRGUARD™ amino alcohol; CYCLOTENE™ advanced
electronics resins; DOWT™ electrodeionization; DOW™ latex powders; DOW™ yltrafiltration; DOWEX™ jon
exchange resins; DOWICIDE™ antimicrobial bactericides and fungicides; DURAPLUS™ floor care polymers;
ECOSURF™ biodegradable surfactants; EVOCAR™ vinyl acetate ethylene; FILMTEC™ elements;
FORTEFIBER™ soluble dietary fiber; FOUNDATIONS™ latex; Hydrocarbon resins; Industrial biocides;
METHOCEL™ cellulose ethers; MORTRACE™ marking technologies; NEOCAR™ branched vinyl ester
latexes; OPULYN™ gpacifiers; POLYOX™ water-soluble resins; PRIMENE™ amines; Quaternaries; Reverse
osmosis, electrodeionization and ultrafiltration modules; SATINFX™ delivery system; SATISFIT™ Weight
Care Technology; SILK™ semiconductor dielectric resins; SOLTERRA™ Boost ultraviolet protection-boosting
polymers; SOLTEX™ waterproofing polymer; SUNSPHERES™ SPF boosters; UCAR™ all-acrylic, styrene-
acrylic and vinyl-acrylic latexes; UCAR™ POLYPHOBE™ rheology modifiers; UCARE™ polymers;
UCARHIDE™ opacifier; WALOCEL™ cellulose polymers; WALSRODER™ nitrocellulose

The Electronic and Specialty Materials segment also includes the Company’s share of the results of Dow Corning
Corporation, a joint venture of the Company.

COATINGS AND INFRASTRUCTURE

Applications: building and construction, insulation and weatherization, roofing membrane systems, adhesives and
sealants * construction materials (vinyl siding, vinyl windows, vinyl fencing) « flexible and rigid packaging * general
mortars and concrete, cement modifiers and plasters, tile adhesives and grouts « house and traffic paints « leather, textile,
graphic arts and paper ¢ metal coatings * processing aids for plastic production ¢ tapes and labels

Adhesives and Functional Polymers is a portfolio of businesses that primarily manufacture sticking and bonding
solutions for a wide range of applications, including adhesive tapes and paper labels, flexible packaging and leather,
textile and imaging. These products are supported with market recognized best-in-class technical support and end-
use application knowledge. Many of the businesses’ water-borne technologies are well-positioned to support more
environmentally preferred applications.

e  Products: ADCOTE™ and AQUA-LAM™ laminating adhesives; MOR-FREE™ solventless adhesives;
ROBOND™ acrylic adhesives; SERFENE™ barrier coatings; Solvent-based polyurethanes and polyesters;
TYMOR™ tie resins

Dow Building and Construction is comprised of two global businesses — Dow Building Solutions and Dow
Construction Chemicals — which offer extensive lines of industry-leading insulation, housewrap, sealant and adhesive
products and systems, as well as construction chemical solutions. Through its strong sales support, customer service
and technical expertise, Dow Building Solutions provides meaningful solutions for improving the energy efficiency
in homes and buildings today, while also addressing the industry’s emerging needs and demands. Additionally, Dow
Construction Chemicals provides solutions for increased durability, greater water resistance and lower systems costs.
As a leader in insulation solutions, the businesses’ products help curb escalating utility bills, reduce a building’s
carbon footprint and provide a more comfortable indoor environment.

e  Products: AQUASET™ acrylic thermosetting resins; CELLOSIZE™ hydroxyethyl cellulose; FROTH-PAK™
polyurethane spray foam; GREAT STUFF™ polyurethane foam sealant; INSTA-STIK™ roof insulation
adhesive; POWERHOUSE™ solar shingle; RHOPLEX™ aqueous acrylic polymer emulsions;
STYROFOAM™ brand insulation products (including extruded polystyrene and polyisocyanurate rigid foam
sheathing products); THERMAX™ insulation; TILE BOND™ roof tile adhesive; WEATHERMATE™ weather
barrier solutions (housewraps, sill pans, flashings and tapes)
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Dow Coating Materials is the largest coatings supplier in the world and a premier supplier of raw materials for
architectural paints and industrial coatings. The business manufactures and delivers solutions that leverage high
quality, technologically advanced product offerings for paint and coatings. The business also offers technologies
used in industrial coatings, including packaging, pipelines, wood, automotive, marine, maintenance and protective
industries. The business is also the leader in the conversion of solvent to water-based technologies, which enable
customers to offer more environmentally friendly products, including low volatile organic compound (VOC) paints
and other sustainable coatings.

e Products: ACRYSOL™ rheology modifiers; AVANSE™, ELASTENE™, PRIMAL™ and RHOPLEX™
acrylics; CELLOSOLVE™ and the CARBITOL™ and DOWANOL™ series of oxygenated solvents; D.E.H.™
curing agent and intermediates; D.E.R.™ and D.E.N.™ liquid and epoxy resins; FORTEGRA™ Epoxy
Tougheners; OROTAN™ and TAMOL™ dispersants; ROPAQUE™ opaque polymers; TRITONT,
TERGITOL™, DOWFAX™ and ECOSURF™ SA surfactants

HEALTH AND AGRICULTURAL SCIENCES
Applications: agricultural seeds, traits (genes) and oils * control of weeds, insects and plant diseases for agriculture and
pest management

Dow AgroSciences is a global leader in providing agricultural and plant biotechnology products, pest management
solutions and healthy oils. The business invents, develops, manufactures and markets products for use in agriculture,
industrial and commercial pest management and food service.

e Products: AGROMENT™ seeds; BRODBECK™ seed; CLINCHER™ herbicide; DAIRYLAND™ seed;
DELEGATE™ insecticide; DITHANE™ fungicide; FORTRESS™ fungicide; GARLON™ herbicide;
GLYPHOMAXT™ herbicide; GRANITE™ herbicide; HERCULEX™ [, HERCULEX™ RW and
HERCULEX™ XTRA insect protection; KEYSTONE™ herbicides; LAREDO™ fungicide; LONTREL™
herbicide; LORSBANT jnsecticides; MILESTONE™ herbicide; MUSTANG™ herbicide; MY COGEN™
seeds; NEXERA™ canola and sunflower seeds; PHY TOGEN™ cottonseeds; PROFUME™ gas fumigant;
RENZE™ seed; SENTRICON™ termite colony elimination system; SIMPLICITY™ herbicide; STARANE™
herbicide; TELONE™ soil fumigant; TORDON™ herbicide; TRACER™ NATURALYTE™ insect control;
TRIUMPH™ seed; VIKANE™ structural fumigant; WIDESTRIKE™ insect protection

The Health and Agricultural Sciences segment also includes the results of the AgroFresh business, providing a
portfolio of products used for maintaining the freshness of fruits, vegetables and flowers.

PERFORMANCE SYSTEMS

Applications: automotive interiors, exteriors, under-the-hood and body engineered systems « bedding * caps and
closures * food and specialty packaging * footwear * furniture * gaskets and sealing components « manufactured housing
and modular construction * medical equipment * mining ¢ pipe treatment * pressure sensitive adhesives « transportation *
vinyl exteriors » waterproofing membranes « wire and cable insulation and jacketing materials for power utility and
telecommunications

Automotive Systems is a leading global provider of technology-driven solutions that meet consumer demand for
vehicles that are safer, stronger, quieter, lighter, more comfortable and stylish. The business provides plastics,
adhesives, glass bonding systems, emissions control technology, films, fluids, structural enhancement and acoustical
management solutions to original equipment manufacturers, tier, aftermarket and commercial transportation
customers. With offices and application development centers around the world, Automotive Systems provides
materials science expertise and comprehensive technical capabilities to its customers worldwide.

e  Products: AERIFY™ diesel particulate filters; BETAFOAM™ NVH acoustical foams; BETAMATE™
structural adhesives; BETASEALT glass bonding systems; DOW™ polyethylene resins; IMPAXX™ energy
management foam; INSPIRE™ performance polymers; INTEGRAL™ adhesive films; ISONATE™ pure and
modified methylene diphenyl diisocyanate (MDI) products; MAGNUM™ ABS resins; PELLETHANE™
thermoplastic polyurethane elastomers; Premium brake fluids and lubricants; PULSE™ engineering resins;
SPECFLEX™ semi-flexible polyurethane foam systems



The Dow Chemical Company and Subsidiaries

PART I, Item 1. Business.

Business and Products — Continued

Dow Elastomers offers a unique set of elastomers, specialty films and plastic additive products for customers
worldwide. The business is focused on delivering innovative solutions that allow for differentiated participation in
multiple industries and applications. The business offers a broad range of performance elastomers and plastomers,
specialty copolymers, synthetic rubber, specialty resins, and films and plastic additives. Key applications include
adhesives, transportation, building and construction, packaging and consumer durables.

e  Products: ADVASTAB™ thermal stabilizer; AFFINITY™ polyolefin plastomers (POPs); AMPLIFY™
functional polymers; DOW™ Adhesive Film; DOW™ Backing Layer Film; DOW™ Medical Device Film;
DOW™ Medical Packaging Film; DOW™ very low density polyethylene; ENGAGE™ polyolefin elastomers;
INFUSE™ olefin block copolymers; INTEGRAL™ adhesive films; NORDEL™ hydrocarbon rubber;
NYLOPAK™ nylon barrier films; OPTICITE™ films; PARALOID™ EXL impact modifier; PRIMACOR™
copolymers; PROCITE™ window envelope films; PULSE™ engineering resins; SARAN™ batrier resins;
SARANEX™ barrier films; TRENCHCOAT™ protective films; TRYCITE™ polystyrene film; TYBRITE™
clear packaging film; TYRIN™ chlorinated polyethylene; VERSIFY™ plastomers and elastomers

Dow Wire and Cable is the world’s leading provider of polymers, additives and specialty oil technology-based
solutions for electrical and telecommunication applications. Through its suite of polyolefin ENDURANCE™
products, the business sets industry standards for assurance of longevity, efficiency, ease of installation and
protection in the transmission, distribution and consumption of power, voice and data. In addition to world-class
power, telecommunications and flame retardant/specialty cable applications, the business supports its product
offerings with solid research, product development, engineering and market validation expertise.

¢  Products: ENGAGE™ polyolefin elastomers; NORDEL™ hydrocarbon rubber; SI-LINK™ and REDI-
LINK™ moisture crosslinkable polyethylene-based wire and cable insulation compounds; TYRIN™ chlorinated
polyethylene; UNIGARD™ flame retardant compound for specialty wire and cable applications

The Formulated Systems business manufactures and markets custom formulated, rigid and semi-rigid, flexible,
integral skin and microcellular polyurethane foams and systems and tailor-made epoxy solutions and systems. These
products are used in a broad range of applications including appliances, athletic equipment, automotive, bedding,
construction, decorative molding, furniture, shoe soles and wind turbines.

e  Products: AIRSTONE™ epoxy systems; Encapsulants and chemical compositions; ENFORCER™ Technology
and ENHANCER™ Technology for polyurethane carpet and turf backing; HYPERKOTE™, TRAFFIDECK™
and VERDISEAL™ waterproofing systems; HYPOL™ hydrophilic polyurethane prepolymers; RENUVA™
Renewable Resource Technology; SPECFIL™ urethane components; SPECFLEX™ copolymer polyols;
SPECTRIM™ reaction moldable products; VORACOR™ and VORALAST™ polyurethane systems and
VORALAST™ R renewable content system; VORAMER™ industrial adhesives and binders; VORASTAR™
polymers; XITRACK™ polyurethane rail ballast stabilization systems

The Performance Systems segment also includes the results of Dow Fiber Solutions, providing differentiated fibers
and process improvements to the textile industry, and Dow Oil and Gas, providing products for use in exploration
and production, refining and gas processing, transportation, and fuel and lubricant performance.

PERFORMANCE PRODUCTS

Applications: adhesives ¢ aircraft and runway deicing fluids * appliances ¢ carpeting * chelating agents « chemical
intermediates © civil enginecring ¢ cleaning products ¢ coated paper and paperboard » composites * construction ¢
corrosion inhibitors ¢ detergents, cleaners and fabric softeners ¢ electrical castings, potting and encapsulation and
tooling ¢ electrical laminates ¢ electronics « flavors and fragrances ¢ flooring « footwear * gas treatment « heat transfer
fluids « home and office furnishings * industrial coatings * mattresses ¢ metalworking fluids * packaging ¢ sealants *
surfactants
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The Amines business is the world’s largest producer of ethanolamines, ethyleneamines and isopropanolamines used
in a wide variety of applications, including gas treatment, heavy-duty liquid detergents, herbicide formulations for
the agricultural industry and personal care products.

¢ Products: Alkyl alkanolamines; Ethanolamines; Ethyleneamines; Isopropanolaﬁlines; Piperazine; VERSENE™
chelating agents

The Emulsion Polymers business provides a broad line of styrene-butadiene products supporting customers in paper
and paperboard applications, as well as carpet and artificial turf backings.

e Products: Styrene-butadiene latex

The Epoxy business is the world’s largest producer of epoxy resins and intermediates. The business is the most
feedstock-integrated supplier in the world. Epoxies provide good adhesion and coating protection over a range of
environmental conditions, making them ideal for applications such as transportation, marine and civil engineering.

e  Products: D.E.H.™ epoxy curing agents or hardeners; D.E.N.™ epoxy novolac resins; D.E.R.™ epoxy resins
(liquids, solids and solutions); Epoxy intermediates (acetone, allyl chloride, epichlorohydrin and phenol); Epoxy
resin waterborne emulsions and dispersions; FORTEGRA™ epoxy tougheners; Glycidyl methacrylate (GMA)

The Oxygenated Solvents business offers a full range of acetone derivatives, alcohols, esters, and ethylene- and
propylene-based glycol ether products. The business is the industry leader in solvent products used in cleaning
products, inks, electronics, mining, paints and coatings, personal care and other applications.

e Products: Acetic esters; Acetone derivatives; Alcohols; Aldehydes; Butyl CARBITOL™ and Butyl
CELLOSOLVE™ solvents; Carboxylic acids; DOWANOL™ glycol ethers; ECOSOFT™ IK solvent;
PROGLYDE™ DMM solvent; UCAR™ propionates

The Performance Fluids, Polyglycols and Surfactants business is one of the world’s leading suppliers of
polyglycols and surfactants, with a broad range of products and technology and a proven record of performance and
economy. The business also produces a broad line of lubricants, hydraulic fluids, aircraft deicing fluids and thermal
fluids, with some of the most recognized brand names in the industry. Product applications include chemical
processing, cleaning, heating, cooling, food and beverage processing, fuel additives, paints and coatings,
pharmaceuticals and silicone surfactants.

e Products: AMBITROL™ and NORKOOL™ coolants; CARBOWAX™ and CARBOWAX SENTRY™
polyethylene glycols and methoxypolyethylene glycols; DOW™ polypropylene glycols; DOW™ SYMBIO base
fluid; DOWFAX™, TERGITOL™ and TRITON™ surfactants; DOWFROST™ and DOWTHERM™ heat
transfer fluids; ECOSURF™ biodegradable surfactants; SYNALOX™ lubricants; UCAR™ deicing fluids;
UCON™ fluids

The Performance Monomers business produces specialty monomer products that are sold externally as well as
consumed internally as building blocks used in downstream polymer businesses. The business’ products are used in
several applications, including cleaning materials, personal care products, paints, coatings and inks.

e Products: Acrylic acid/acrylic esters; ACUMER™, ACUSOL™, DURAMAX™, OPTIDOSE™, ROMAX™
and TAMOLT™ dispersants; Methyl methacrylate

The Polyurethanes business is a leading global producer of polyurethane raw materials. Dow’s polyurethane
products are used in a broad range of applications including appliance, athletic equipment, automotive, bedding,
construction, decorative molding, furniture and shoe soles.
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Business and Products - Continued

¢ Products: ECHELON™ polyurethane prepolymer; ISONATE™ methylene diphenyl diisocyanate (MDI);
MONOTHANE™ single component polyurethane elastomers; PAPI™ polymeric MDI; Propylene glycol;
Propylene oxide; RENUVA™ Renewable Resource Technology; VORANATE™ jsocyanate; VORANOL™
VORACTIV™ polyether and copolymer polyols

The Performance Products segment also includes the results of Dow Haltermann, a provider of world-class contract
manufacturing services to companies in the fine and specialty chemicals and polymers industries, and SAFECHEM,
a wholly owned subsidiary that manufactures closed-loop systems to manage the risks associated with chlorinated
solvents. The segment also includes a portion of the results of the OPTIMAL Group of Companies (through
September 30, 2009; see Note E to the Consolidated Financial Statements regarding the divestiture of this group of
joint ventures) and the SCG-Dow Group, joint ventures of the Company.

BASIC PLASTICS

Applications: adhesives  appliances and appliance housings ¢ agricultural films * automotive parts and trim * beverage
bottles « bins, crates, pails and pallets ¢ building and construction ¢ coatings * consumer and durable goods ¢ consumer
electronics * disposable diaper liners * fibers and nonwovens ¢ films, bags and packaging for food and consumer
products * hoses and tubing « household and industrial bottles « housewares * hygiene and medical films ¢ industrial and
consumer films and foams * information technology « oil tanks and road equipment ¢ plastic pipe ¢ textiles ¢ toys,
playground equipment and recreational products ¢ wire and cable compounds

The Polyethylene business is the world’s leading supplier of polyethylene-based solutions through sustainable
product differentiation. With multiple catalyst and process technologies, the business offers customers one of the
industry’s broadest ranges of polyethylene resins.

¢ Products: ASPUN™ fiber grade resins; ATTANE™ ultra low density polyethylene (ULDPE) resins;
CONTINUUM™ bimodal polyethylene resins; DOW™ high density polyethylene (HDPE) resins; DOW™ low
density polyethylene (LDPE) resins; DOWLEX™ polyethylene resins; ELITE™ enhanced polyethylene (EPE)
resins; TUFLIN™ linear low density polyethylene (LLDPE) resins; UNIVAL™ HDPE resins

The Polypropylene business, a major global polypropylene supplier, provides a broad range of products and
solutions tailored to customer needs by leveraging Dow’s leading manufacturing and application technology,
research and product development expertise, extensive market knowledge and strong customer relationships.

¢ Products: DOW™ homopolymer polypropylene resins; DOW™ impact copolymer polypropylene resins;
DOW™ random copolymer polypropylene resins; INSPIRE™ performance polymers; UNIPOL™ PP process
technology; SHAC™ and SHAC™ ADT catalyst systems

The Styrenics business, the global leader in the production of polystyrene resins, is uniquely positioned with
geographic breadth and participation in a diversified portfolio of applications. Through market and technical
leadership and low cost capability, the business continues to improve product performance and meet customer needs.

e Products: Licensing and supply of related catalysts, process control software and services for the Mass ABS
process technology; STYRON A-TECH™ and C-TECH™ advanced technology polystyrene resins and a full
line of STYRON™ general purpose polystyrene resins; STYRON™ high-impact polystyrene resins

The Basic Plastics segment also includes the results of the Basic Plastics Licensing and Catalyst business and the
Polycarbonate and Compounds and Blends business. It also includes the results of Equipolymers, Americas
Styrenics LLC and Univation Technologies (which licenses the UNIPOL™ polyethylene process and sells related
catalysts, including metallocene catalysts), as well as a portion of the results of EQUATE Petrochemical Company
K.S.C., The Kuwait Olefins Company K.S.C. and the SCG-Dow Group, all joint ventures of the Company.
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BASIC CHEMICALS

Applications: agricultural products * alumina * automotive antifreeze and coolant systems * carpet and textiles * chemical
processing ¢ dry cleaning « household cleaners and plastic products * inks * metal cleaning * packaging, food and
beverage containers * paints, coatings and adhesives ¢ personal care products ¢ petroleum refining * pharmaceuticals
plastic pipe * protective packaging * pulp and paper manufacturing * soaps and detergents ¢ water treatment

The Chlor-Alkali/Chlor-Vinyl business focuses on the production of chlorine for consumption by downstream Dow
derivatives, as well as production, marketing and supply of ethylene dichloride, vinyl chloride monomer and caustic
soda. These products are used for applications such as alumina production, pulp and paper manufacturing, soaps and
detergents and building and construction. Dow is the world’s largest producer of both chlorine and caustic soda.

e Products: Caustic soda; Chlorine; Ethylene dichloride (EDC); Hydrochloric acid; Vinyl chloride monomer
(VCM)

The Ethylene Oxide/Ethylene Glycol business is the world’s largest producer of purified ethylene oxide, principally
used in Dow’s downstream performance derivatives. Dow is also a key supplier of ethylene glycol to MEGlobal, a
50:50 joint venture and a world leader in the manufacture and marketing of merchant monoethylene glycol and
diethylene glycol. Ethylene glycol is used in polyester fiber, polyethylene terephthalate (PET) for food and beverage
container applications, polyester film, and aircraft and runway deicers.

e  Products: Ethylene oxide (EO); Ethylene glycol (EG); METEOR™ EO/EG process technology and catalysts

The Basic Chemicals segment also includes the results of the Chlorinated Organics business. Also included in the
Basic Chemicals segment are the results of MEGlobal and a portion of the results of EQUATE Petrochemical
Company K.S.C., The Kuwait Olefins Company K.S.C. and the OPTIMAL Group of Companies (through
September 30, 2009; see Note E to the Consolidated Financial Statements regarding the divestiture of this group of
joint ventures), all joint ventures of the Company.

HYDROCARBONS AND ENERGY
Applications: polymer and chemical production * power

The Hydrocarbons and Energy business encompasses the procurement of fuels, natural gas liquids and crude oil-
based raw materials, as well as the supply of monomers, power and steam principally for use in Dow’s global
operations. The business regularly sells its by-products and buys and sells products in order to balance regional
production capabilities and derivative requirements. The business also sells products to certain Dow joint ventures.
Dow is the world leader in the production of olefins and aromatics.

e  Products: Benzene; Butadiene; Butylene; Cumene; Ethylene; Propylene; Styrene; Power, steam and other
utilities

The Hydrocarbons and Energy segment also includes the results of Compaiiia Mega S.A. and a portion of the results
of The Kuwait Olefins Company K.S.C. and the SCG-Dow Group, joint ventures of the Company.

Corporate includes the results of Ventures (which includes new business incubation platforms focused on identifying
and pursuing new commercial opportunities); Venture Capital; non-business aligned technology licensing and catalyst
activities; the Company’s insurance operations and environmental operations; and certain corporate overhead costs and
cost recovery variances not allocated to the operating segments. Corporate also includes the results of the Salt business,
which the Company acquired with the April 1, 2009 acquisition of Rohm and Haas and sold to K+S Aktiengesellschaft
on October 1, 2009.

Industry Segments and Geographic Area Results
See Note Y to the Consolidated Financial Statements for information by operating segment and geographic area.
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Business and Products — Continued

Competition

Historically, the chemical industry has operated in a competitive environment, and that environment is expected to continue.
The Company experiences substantial competition in each of its operating segments and in each of the geographic areas in
which it operates. In addition to other chemical companies, the chemical divisions of major national and international oil
companies, advanced material suppliers and producers of crop protection chemicals and agricultural biotechnology provide
substantial competition in the United States and abroad. Dow competes worldwide on the basis of quality, technology, price
and customer service, and for 2009, continued to be the largest U.S. producer of chemicals and plastics, in terms of sales.

Raw Materials
The Company operates in an integrated manufacturing environment. Basic raw materials are processed through many stages
to produce a number of products that are sold as finished goods at various points in those processes.

The two major raw material streams that feed the integrated production of the Company’s finished goods are chlorine-
based and hydrocarbon-based raw materials.

Salt, limestone and natural brine are the base raw materials used in the production of chlor-alkali products and
derivatives. The Company owns salt deposits in Louisiana and Texas; Alberta, Canada; Brazil; and Germany. The Company
also owns limestone deposits in Texas.

The Company purchases hydrocarbon raw materials including liquefied petroleum gases, crude oil, naphtha, natural gas
and condensate. These raw materials are used in the production of both saleable products and energy. The Company also
purchases electric power, benzene, ethylene, propylene and styrene to supplement internal production. Expenditures for
hydrocarbon feedstocks and energy accounted for 35 percent of the Company’s production costs and operating expenses for
the year ended December 31, 2009. The Company purchases these raw materials on both short- and long-term contracts.

Other significant raw materials include acrylonitrile, flame retardants, aniline, bisphenol, methanol, rubber, carbon black,
ammonia, formaldehyde, acetic acid and toluene diamine. The Company purchases these raw materials on both short- and
long-term contracts.

The Company had adequate supplies of raw materials during 2009, and expects to continue to have adequate supplies of
raw materials in 2010.

Method of Distribution
All products and services are marketed primarily through the Company’s sales force, although in some instances more
emphasis is placed on sales through distributors.

Twenty-seven percent of the sales of the Basic Chemicals segment in 2009 were to one customer, with which the
Company has an ongoing supply contract. Sales to MEGlobal, a 50:50 joint venture with Petrochemical Industries Company
(K.S.C.) of Kuwait, represented approximately 11 percent of the sales in the Basic Chemicals segment. Excess ethylene glycol
produced in Dow’s plants in the United States and Europe is sold to MEGlobal. Ten percent of the sales of the Hydrocarbons
and Energy segment in 2009 were to another customer, with which the Company has an ongoing supply contract. Other than
the sales to these customers, no significant portion of the business of any operating segment is dependent upon a single
customer.

No single product accounted for more than 5 percent of the Company’s consolidated net sales in 2009.

Research and Development

The Company is engaged in a continuous program of basic and applied research to develop new products and processes, to
improve and refine existing products and processes, and to develop new applications for existing products. Research and
development expenses were $1,492 million in 2009, $1,310 million in 2008 and $1,305 million in 2007. At December 31,
2009, the Company employed approximately 6,700 people in various research and development activities.

10
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Patents, Licenses and Trademarks
The Company continually applies for and obtains U.S. and foreign patents. At December 31, 2009, the Company owned

3,661 active U.S. patents and 13,793 active foreign patents as follows:

Patents Owned at December 31, 2009

U.S. Foreign
Electronic and Specialty Materials 1,029 2,653
Coatings and Infrastructure 658 2,793
Health and Agricultural Sciences 512 1,810
Performance Systems 608 3,009
Performance Products 318 1,360
Basic Plastics 255 1,296
Basic Chemicals 21 93
Hydrocarbons and Energy 25 179
Corporate 235 600
Total 3,661 13,793

Dow’s primary purpose in obtaining patents is to protect the results of its research for use in operations and licensing.
Dow is also party to a substantial number of patent licenses and other technology agreements. The Company had revenue
related to patent and technology royalties totaling $269 million in 2009, $307 million in 2008 and $247 million in 2007. The
Company incurred royalties to others of $102 million in 2009, $60 million in 2008 and $57 million in 2007. Dow also has a
substantial number of trademarks and trademark registrations in the United States and in other countries, including the “Dow
in Diamond” trademark. Although the Company considers that its patents, licenses and trademarks in the aggregate constitute
a valuable asset, it does not regard its business as being materially dependent upon any single patent, license or trademark.

Principal Partly Owned Companies
Dow’s principal nonconsolidated affiliates at December 31, 2009, including direct or indirect ownership interest for each, are
listed below:

e Americas Styrenics LLC — 50 percent —a U.S. limited liability company that manufactures polystyrene and
styrene monomer.

e Compafifa Mega S.A. — 28 percent — an Argentine company that owns a natural gas separation and
fractionation plant, which provides feedstocks to the Company’s petrochemical plant located in Bahia
Blanca, Argentina.

¢ Dow Corning Corporation — 50 percent — a U.S. company that manufactures silicone and silicone products.
See Note N to the Consolidated Financial Statements.

e EQUATE Petrochemical Company K.S.C. —42.5 percent — a Kuwait-based company that manufactures
ethylene, polyethylene and ethylene glycol.

e  Equipolymers — 50 percent — a company, headquartered in Horgen, Switzerland, that manufactures purified
terephthalic acid, and manufactures and markets polyethylene terephthalate resins.

e The Kuwait Olefins Company K.S.C. — 42.5 percent — a Kuwait-based company that manufactures ethylene
and ethylene glycol.

e  MEGlobal — 50 percent — a company, headquartered in Dubai, United Arab Emirates, that manufactures and
markets monoethylene glycol and diethylene glycol.

e The SCG-Dow Group [consisting of Siam Polyethylene Company Limited — 49 percent; Siam Polystyrene
Company Limited — 50 percent; Siam Styrene Monomer Co., Ltd. — 50 percent; Siam Synthetic Latex
Company Limited — 50 percent] — Thailand-based companies that manufacture polyethylene, polystyrene,
styrene and latex.

e  Univation Technologies, LLC — 50 percent —a U.S. limited liability company that develops, markets and
licenses polyethylene process technology and related catalysts.

See Note H to the Consolidated Financial Statements for additional information.
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Business and Products — Continued

Financial Information About Foreign and Domestic Operations and Export Sales

In 2009, the Company derived 68 percent of its sales and had 49 percent of its property investment outside the United States.
While the Company’s international operations may be subject to a number of additional risks, such as changes in currency
exchange rates, the Company does not regard its foreign operations, on the whole, as carrying any greater risk than its
operations in the United States. Information on sales and long-lived assets by geographic area for each of the last three years
appears in Note Y to the Consolidated Financial Statements, and discussions of the Company’s risk management program for
foreign exchange and interest rate risk management appear in Part I, Item 1A. Risk Factors; Part II, Item 7A. Quantitative and
Qualitative Disclosures About Market Risk; and Note J to the Consolidated Financial Statements.

Protection of the Environment
Matters pertaining to the environment are discussed in Part I, Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations, and Notes A and N to the Consolidated Financial Statements.

Employees

Personnel count was 52,195 at December 31, 2009, 46,102 at December 31, 2008 and 45,856 at December 31, 2007.
Headcount increased from 2008 due primarily to the acquisition of Rohm and Haas Company (“Rohm and Haas”) (an
increase of approximately 15,400), offset by declines related to restructuring activities (approximately 5,600), business
divestitures (approximately 3,700) and transfers to a joint venture (approximately 170). Headcount increased slightly in 2008
from year-end 2007 primarily due to acquisitions.

Other Activities

Dow engages in the property and casualty insurance and reinsurance business primarily through its Liana Limited
subsidiaries.
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The factors described below represent the Company’s principal risks.

The Company operates in a global, competitive environment in each of its operating segments and geographic areas.
The Company sells its broad range of products and services in a competitive, global environment. Dow competes worldwide
on the basis of quality, price, technology and customer service. Increased levels of competition could result in lower prices or
lower sales volume, which would have a negative impact on the Company’s results of operations.

The earnings generated by the Company’s basic chemical and basic plastic products vary from period to period based
in part on the balance of supply relative to demand within the industry.

The balance of supply relative to demand within the industry may be significantly impacted by the addition of new capacity.
For basic commodities, capacity is generally added in large increments as world-scale facilities are built. This may disrupt
industry balances and result in downward pressure on prices due to the increase in supply, which could negatively impact the
Company’s results of operations.

The Company’s global business operations give rise to market risk exposure.

The Company’s global business operations give rise to market risk exposure related to changes in foreign exchange rates,
interest rates, commodity prices and other market factors such as equity prices. To manage such risks, Dow enters into
hedging transactions, pursuant to established guidelines and policies. If Dow fails to effectively manage such risks, it could
have a negative impact on the Company’s results of operations.

Volatility in purchased feedstock and energy costs impacts Dow’s operating costs and adds variability to earnings.
Purchased feedstock and energy costs account for a substantial portion of the Company’s total production costs and operating
expenses. The Company uses its feedstock flexibility and financial and physical hedging programs to lower overall feedstock
costs. However, when these costs increase, the Company is not always able to immediately raise selling prices and, ultimately,
the ability to pass on underlying cost increases is greatly dependent on market conditions. Conversely, when these costs
decline, selling prices decline as well. As a result, volatility in these costs could negatively impact the Company’s results of
operations.

The Company is party to a number of claims and lawsuits arising out of the normal course of business with respect to
commercial matters, including product liability, governmental regulation and other actions.

Certain of the claims and lawsuits facing the Company purport to be class actions and seek damages in very large amounts.
All such claims are being contested. With the exception of the possible effect of the asbestos-related liability of Union
Carbide Corporation (“Union Carbide™), described below, it is the opinion of the Company’s management that the possibility
is remote that the aggregate of all such claims and lawsuits will have a material adverse impact on the Company’s
consolidated financial statements.

Union Carbide is and has been involved in a large number of asbestos-related suits filed primarily in state courts during
the past three decades. At December 31, 2009, Union Carbide’s asbestos-related liability for pending and future claims was
$839 million ($934 million at December 31, 2008) and its receivable for insurance recoveries related to the asbestos liability
was $84 million ($403 million at December 31, 2008). At December 31, 2009, Union Carbide also had receivables of
$448 million ($272 million at December 31, 2008) for insurance recoveries for defense and resolution costs. It is the opinion
of the Company’s management that it is reasonably possible that the cost of Union Carbide disposing of its asbestos-related
claims, including future defense costs, could have a material adverse impact on the Company’s results of operations and cash
flows for a particular period and on the consolidated financial position of the Company.

If key suppliers are unable to provide the raw materials required for production, Dow may not be able to obtain the
raw materials from other sources and on as favorable terms.

The Company purchases hydrocarbon raw materials, including liquefied petroleum gases, crude oil, naphtha, natural gas and
condensate. The Company also purchases electric power, benzene, ethylene, propylene and styrene to supplement internal
production, as well as other raw materials. If the Company’s key suppliers are unable to provide the raw materials required for
production, it could have a negative impact on Dow’s results of operations. For example, in 2005 and 2008, the Company
experienced temporary supply disruptions related to major hurricanes on the U.S. Gulf Coast. In addition, volatility and
disruption of financial markets could limit suppliers’ ability to obtain adequate financing to maintain operations, which could
have a negative impact on Dow’s results of operations.
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Risk Factors — Continued

Adverse conditions in the global economy and disruption of financial markets could negatively impact Dow’s
customers and therefore Dow’s results of operations.

A continuation of the economic downturn in the businesses or geographic areas in which Dow sells its products could reduce
demand for these products and result in a decrease in sales volume that could have a negative impact on Dow’s results of
operations. In addition, volatility and distruption of financial markets could limit customers’ ability to obtain adequate
financing to maintain operations, which could result in a decrease in sales volume and have a negative impact on Dow’s
results of operations.

Weather-related matters could impact the Company’s results of operations.

In 2005 and 2008, major hurricanes caused significant disruption in Dow’s operations on the U.S. Gulf Coast, logistics across
the region and the supply of certain raw materials, which had an adverse impact on volume and cost for some of Dow’s
products. If similar weather-related matters occur in the future, it could negatively affect Dow’s results of operations, due to
the Company’s substantial presence on the U.S. Gulf Coast.

Actual or alleged violations of environmental Iaws or permit requirements could result in restrictions or prohibitions
on plant operations, substantial civil or criminal sanctions, as well as the assessment of strict liability and/or joint and
several liability.

The Company is subject to extensive federal, state, local and foreign laws, regulations, rules and ordinances relating to
pollution, protection of the environment, and the generation, storage, handling, transportation, treatment, disposal and
remediation of hazardous substances and waste materials. At December 31, 2009, the Company had accrued obligations of
$619 million ($312 million at December 31, 2008) for environmental remediation and restoration costs, including $80 million
($22 million at December 31, 2008) for the remediation of Superfund sites. This is management’s best estimate of the costs
for remediation and restoration with respect to environmental matters for which the Company has accrued liabilities, although
the ultimate cost with respect to these particular matters could range up to approximately twice that amount. Costs and capital
expenditures relating to environmental, health or safety matters are subject to evolving regulatory requirements and depend on
the timing of the promulgation and enforcement of specific standards which impose the requirements. Moreover, changes in
environmental regulations could inhibit or interrupt the Company’s operations, or require modifications to its facilities.
Accordingly, environmental, health or safety regulatory matters could result in significant unanticipated costs or liabilities.

Local, state and federal governments have begun a regulatory process that could lead to new regulations impacting
the security of chemical plant locations and the transportation of hazardous chemicals.

Growing public and political attention has been placed on protecting critical infrastructure, including the chemical industry,
from security threats, International terrorism, natural disasters and political unrest in some areas of the world have increased
concern regarding the security of chemical production and distribution. In addition, local, state and federal governments have
begun a regulatory process that could lead to new regulations impacting the security of chemical plant locations and the
transportation of hazardous chemicals, which could result in higher operating costs and interruptions in normal business
operations.

Increased concerns regarding the safety of chemicals in commerce and their potential impact on the environment have
resulted in more restrictive regulations and could lead to additienal regulations in the future.

Concerns regarding the safety of chemicals in commerce and their potential impact on the environment reflect a growing trend
in societal demands for increasing levels of product safety and environmental protection. These concerns could manifest
themselves in stockholder proposals, preferred purchasing and continued pressure for more stringent regulatory intervention.
In addition, these concerns could influence public perceptions, the viability of the Company’s products, the Company’s
reputation, the cost to comply with regulations, and the ability to attract and retain employees, which could have a negative
impact on the Company’s results of operations.
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The value of investments is influenced by economic and market conditions, which could have a negative impact on the
Company’s financial condition and results of operations.

The economic environment impacts the fair value of pension and insurance assets, which could trigger increased future
funding requirements of the pension trusts and could result in additional other-than-temporary impairment losses for certain
insurance assets.

Volatility and disruption of financial markets could affect access to credit.
The economic environment can cause contraction in the availability of credit in the marketplace. This could reduce sources of

liquidity for the Company.

A downgrade of the Company’s credit rating could have a negative impact on the Company’s ability to access credit
markets.

The Company’s credit rating is currently investment grade. The Company’s long-term and short-term credit ratings were
downgraded by Fitch, Standard & Poor’s and Moody’s in the first half of 2009. If the Company’s credit ratings are further
downgraded, borrowing costs will increase on certain indebtedness, and it could have a negative impact on the Company’s
ability to access credit markets.

Increased costs related to the financing of the Rohm and Haas acquisition could reduce the Company’s flexibility to
respond to changing business and economic conditions or fund capital expenditures or working capital needs.

In 2009, the Company issued common equity securities, preferred equity securities and debt securities to partially finance the
$15.7 billion acquisition of Rohm and Haas Company (“Rohm and Haas”) on April 1, 2009. This financing requires
additional interest and dividend payments and thus may reduce the Company’s flexibility to respond to changing business and
economic conditions or fund capital expenditure or working capital needs. This may also increase the Company’s
vulnerability to adverse economic conditions.

Failure to effectively integrate Rohm and Haas could adversely impact the Company’s financial condition and results
of operations.

The April 1, 2009 acquisition of Rohm and Haas was a significant acquisition and a significant step in the implementation of
Dow’s strategy. While the Company has acquired businesses in the past, the magnitude of the integration of this acquisition
could present significant challenges and costs, especially given the effects of the current global economic environment. If the
integration of Rohm and Haas is not completed as planned, the Company may not realize the benefits, such as cost and growth
synergies, anticipated from the acquisition and the costs of achieving those benefits may be higher than, and the timing
different from, the Company’s current expectations. Realizing the benefits of the acquisition requires the successful
integration of some or all of the sales and marketing, distribution, manufacturing, engineering, finance, information
technology systems and administrative operations of Rohm and Haas with those of Dow. This will require substantial
attention from the management of the combined company, which may decrease the time management devotes to normal and
customary operations. In addition, the integration and implementation activities could result in higher expenses and/or the use
of more cash or other financial resources than expected. If the integration of Rohm and Haas is not successfully executed, it
could adversely affect the Company’s financial condition and results of operations.

An impairment of goodwill would negatively impact the Company’s financial results.

The April 1, 2009 acquisition of Rohm and Haas increased the Company’s goodwill by $9.6 billion. At least annually, the
Company performs an impairment test for goodwill. When tested, if the carrying value of goodwill exceeds the estimated fair
value, impairment is deemed to have occurred and the carrying value of goodwill is written down to fair value with a charge
against earnings. Accordingly, any determination requiring the write-off of a significant portion of goodwill recorded in
connection with the acquisition could negatively impact the Company’s results of operations.

Failure to execute certain asset divestitures could adversely affect Dow’s financial condition and results of operations.
The Company is focused on reducing its indebtedness and is pursuing a strategy of divesting certain assets to achieve that
goal. If the Company is unable to successfully sell such assets, it could limit Dow’s ability to reduce indebtedness and could
adversely affect the Company’s financial condition and results of operations.
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UNRESOLVED STAFF COMMENTS

None.
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PROPERTIES

The Company operates 214 manufacturing sites in 37 countries. Properties of Dow include facilities which, in the opinion of
management, are suitable and adequate for the manufacture and distribution of Dow’s products. During 2009, the Company’s
chemicals and plastics production facilities and plants operated at approximately 74 percent of capacity. The Company’s
major production sites are as follows:

United States: Plaquemine and Hahnville, Louisiana; Midland, Michigan; Freeport,
Seadrift, Texas City and Deer Park, Texas; Marlborough,
Massachusetts.

Canada: Fort Saskatchewan, Alberta.

Germany: Boehlen; Leuna; Rheinmuenster; Schkopau; Stade.

France: Drusenheim.

The Netherlands: Terneuzen.

Spain: Tarragona.

Argentina: Bahia Blanca.

Brazil: Aratu.

Including the major production sites, the Company has plants and holdings in the following geographic areas:

United States: 62 manufacturing locations in 23 states.
Canada: 5 manufacturing locations in 3 provinces.
Europe: 64 manufacturing locations in 17 countries.
Latin America: 29 manufacturing locations in 5 countries.
Asia Pacific: 48 manufacturing locations in 9 countries.

India, Middle East and Africa: 6 manufacturing locations in 4 countries.

All of Dow’s plants are owned or leased, subject to certain easements of other persons which, in the opinion of
management, do not substantially interfere with the continued use of such properties or materially affect their value.

A summary of properties, classified by type, is provided in Note G to the Consolidated Financial Statements. Additional
information regarding leased properties can be found in Note Q to the Consolidated Financial Statements.
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LEGAL PROCEEDINGS

Asbestos-Related Matters of Union Carbide Corporation

Introduction

Union Carbide Corporation (“Union Carbide™), a wholly owned subsidiary of the Company, is and has been involved in a
large number of asbestos-related suits filed primarily in state courts during the past three decades. These suits principally
allege personal injury resulting from exposure to asbestos-containing products and frequently seek both actual and punitive
damages. The alleged claims primarily relate to products that Union Carbide sold in the past, alleged exposure to asbestos-
containing products located on Union Carbide’s premises, and Union Carbide’s responsibility for asbestos suits filed against a
former Union Carbide subsidiary, Amchem Products, Inc. (“Amchem”). In many cases, plaintiffs are unable to demonstrate
that they have suffered any compensable loss as a result of such exposure, or that injuries incurred in fact resulted from
exposure to Union Carbide’s products.

Influenced by the bankruptcy filings of numerous defendants in asbestos-related litigation and the prospects of various
forms of state and national legislative reform, the rate at which plaintiffs filed asbestos-related suits against various
companies, including Union Carbide and Amchem, increased in 2001, 2002 and the first half of 2003. Since then, the rate of
filing has significantly abated. Union Carbide expects more asbestos-related suits to be filed against Union Carbide and
Amchem in the future, and will aggressively defend or reasonably resolve, as appropriate, both pending and future claims.

The table below provides information regarding asbestos-related claims filed against Union Carbide and Amchem:

2009 2008 2007
Claims unresolved at January 1 75,706 90,322 111,887
Claims filed 8,455 10,922 10,157
Claims settled, dismissed or otherwise resolved (9,131 (25,538) (31,722)
Claims unresolved at December 31 75,030 75,706 90,322
Claimants with claims against both UCC and Amchem 24,146 24,213 28,937
Individual claimants at December 31 50,884 51,493 61,385

Plaintiffs’ lawyers often sue dozens or even hundreds of defendants in individual lawsuits on behalf of hundreds or even
thousands of claimants. As a result, the damages alleged are not expressly identified as to Union Carbide, Amchem or any
other particular defendant, even when specific damages are alleged with respect to a specific disease or injury. In fact, there
are no personal injury cases in which only Union Carbide and/or Amchem are the sole named defendants. For these reasons
and based upon Union Carbide’s litigation and settlement experience, Union Carbide does not consider the damages alleged
against Union Carbide and Amchem to be a meaningful factor in its determination of any potential asbestos-related liability.

Estimating the Liability

Based on a study completed by Analysis, Research & Planning Corporation (“ARPC”) in January 2003, Union Carbide
increased its December 31, 2002 asbestos-related liability for pending and future claims for the 15-year period ending in 2017
to $2.2 billion, excluding future defense and processing costs. Since then, Union Carbide has compared current asbestos claim
and resolution activity to the results of the most recent ARPC study at each balance sheet date to determine whether the
accrual continues to be appropriate. In addition, Union Carbide has requested ARPC to review Union Carbide’s historical
asbestos claim and resolution activity each November since 2004 to determine the appropriateness of updating the most recent
ARPC study.

In November 2007, Union Carbide requested ARPC to review Union Carbide’s 2007 asbestos claim and resolution
activity and determine the appropriateness of updating its December 2006 study. In response to that request, ARPC reviewed
and analyzed data through October 31, 2007. In December 2007, ARPC stated that an update of its study would not provide a
more likely estimate of future events than the estimate reflected in its study of the previous year and, therefore, the estimate in
that study remained applicable. Based on Union Carbide’s own review of the asbestos claim and resolution activity and
ARPC’s response, Union Carbide determined that no change to the accrual was required. At December 31, 2007, Union
Carbide’s asbestos-related liability for pending and future claims was $1.1 billion.
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In November 2008, Union Carbide requested ARPC to review Union Carbide’s historical asbestos claim and resolution
activity and determine the appropriateness of updating its December 2006 study. In response to that request, ARPC reviewed
and analyzed data through October 31, 2008. The resulting study, completed by ARPC in December 2008, stated that the
undiscounted cost of resolving pending and future asbestos-related claims against Union Carbide and Amchem, excluding
future defense and processing costs, through 2023 was estimated to be between $952 million and $1.2 billion. As in its earlier
studies, ARPC provided estimates for a longer period of time in its December 2008 study, but also reaffirmed its prior advice
that forecasts for shorter periods of time are more accurate than those for longer periods of time.

In December 2008, based on ARPC’s December 2008 study and Union Carbide’s own review of the asbestos claim and
resolution activity, Union Carbide decreased its asbestos-related liability for pending and future claims to $952 million, which
covered the 15-year period ending 2023, excluding future defense and processing costs. The reduction was $54 million and
was shown as “Asbestos-related credit” in the consolidated statements of income. At December 31, 2008, the asbestos-related
liability for pending and future claims was $934 million.

In November 2009, Union Carbide requested ARPC to review Union Carbide’s 2009 asbestos claim and resolution
activity and determine the appropriateness of updating its December 2008 study. In response to that request, ARPC reviewed
and analyzed data through October 31, 2009. In December 2009, ARPC stated that an update of its study would not provide a
more likely estimate of future events than the estimate reflected in its study of the previous year and, therefore, the estimate in
that study remained applicable. Based on Union Carbide’s own review of the asbestos claim and resolution activity and
ARPC’s response, Union Carbide determined that no change to the accrual was required. At December 31, 2009, Union
Carbide’s asbestos-related liability for pending and future claims was $839 million.

At December 31, 2009, approximately 23 percent of the recorded liability related to pending claims and approximately
77 percent related to future claims. At December 31, 2008, approximately 21 percent of the recorded liability related to
pending claims and approximately 79 percent related to future claims.

Defense and Resolution Costs
The following table provides information regarding defense and resolution costs related to asbestos-related claims filed
against Union Carbide and Amchen:

Defense and Resolution Costs Aggregate Costs

to Date as of
In millions 2009 2008 2007 Dec. 31, 2009
Defense costs $62 $60 $84 $687
Resolution costs $94 $116 $88 $1,480

The average resolution payment per asbestos claimant and the rate of new claim filings has fluctuated both up and down
since the beginning of 2001. Union Carbide’s management expects such fluctuations to continue in the future based upon a
number of factors, including the number and type of claims settled in a particular period, the jurisdictions in which such
claims arose, and the extent to which any proposed legislative reform related to asbestos litigation is being considered.

Union Carbide expenses defense costs as incurred. The pretax impact for defense and resolution costs, net of insurance,
was $58 million in 2009, $53 million in 2008 and $84 million in 2007, and was reflected in “Cost of sales” in the
consolidated statements of income.

Insurance Receivables

At December 31, 2002, Union Carbide increased the receivable for insurance recoveries related to its asbestos liability to
$1.35 billion, substantially exhausting its asbestos product liability coverage. The insurance receivable related to the asbestos
liability was determined by Union Carbide after a thorough review of applicable insurance policies and the 1985 Wellington
Agreement, to which Union Carbide and many of its liability insurers are signatory parties, as well as other insurance
settlements, with due consideration given to applicable deductibles, retentions and policy limits, and taking into account the
solvency and historical payment experience of various insurance carriers. The Wellington Agreement and other agreements
with insurers are designed to facilitate an orderly resolution and collection of Union Carbide’s insurance policies and to
resolve issues that the insurance carriers may raise.
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Legal Proceedings — Continued

In September 2003, Union Carbide filed a comprehensive insurance coverage case, now proceeding in the Supreme Court
of the State of New York, County of New York, seeking to confirm its rights to insurance for various asbestos claims and to
facilitate an orderly and timely collection of insurance proceeds (the “Insurance Litigation”). The Insurance Litigation was
filed against insurers that are not signatories to the Wellington Agreement and/or do not otherwise have agreements in place
with Union Carbide regarding their asbestos-related insurance coverage, in order to facilitate an orderly resolution and
collection of such insurance policies and to resolve issues that the insurance carriers may raise. Since the filing of the case,
Union Carbide has reached settlements with several of the carriers involved in the Insurance Litigation, including settlements
reached with two significant carriers in the fourth quarter of 2009, resulting in a shift between receivable balances further
discussed below. The Insurance Litigation is ongoing.

Union Carbide’s receivable for insurance recoveries related to its asbestos liability was $84 million at December 31,
2009 and $403 million at December 31, 2008. The decrease in the receivable was principally due to settlements reached in the
fourth quarter of 2009 with two significant carriers involved in the Insurance Litigation. At December 31, 2009 and
December 31, 2008, all of the receivable for insurance recoveries was related to insurers that are not signatories to the
Wellington Agreement and/or do not otherwise have agreements in place regarding their asbestos-related insurance coverage.

In addition to the receivable for insurance recoveries related to its asbestos liability, Union Carbide had receivables for
defense and resolution costs submitted to insurance carriers that have settlement agreements in place regarding their asbestos-
related insurance coverage. The balance of these receivables increased in 2009 principally as a result of settlements reached in
the fourth quarter of 2009 with two significant carriers involved in the Insurance Litigation.

Receivables for Costs Submitted to Insurance Carriers With
Settlement Agreements at December 31

In millions 2009 2008
Receivables for defense costs $ 91 $ 28
Receivables for resolution costs 357 244
Total $448 $272

After a review of its insurance policies, with due consideration given to applicable deductibles, retentions and policy
limits, after taking into account the solvency and historical payment experience of various insurance carriers; existing
insurance settlements; and the advice of outside counsel with respect to the applicable insurance coverage law relating to the
terms and conditions of its insurance policies, Union Carbide continues to believe that its recorded receivable for insurance
recoveries from all insurance carriers is probable of collection.

Summary

The amounts recorded by Union Carbide for the asbestos-related liability and related insurance receivable described above
were based upon current, known facts. However, future events, such as the number of new claims to be filed and/or received
each year, the average cost of disposing of each such claim, coverage issues among insurers, and the continuing solvency of
various insurance companies, as well as the numerous uncertainties surrounding asbestos litigation in the United States, could
cause the actual costs and insurance recoveries for Union Carbide to be higher or lower than those projected or those
recorded.

Because of the uncertainties described above, Union Carbide’s management cannot estimate the full range of the cost of
resolving pending and future asbestos-related claims facing Union Carbide and Amchem. Union Carbide’s management
believes that it is reasonably possible that the cost of disposing of Union Carbide’s asbestos-related claims, including future
defense costs, could have a material adverse impact on Union Carbide’s results of operations and cash flows for a particular
period and on the consolidated financial position of Union Carbide.

It is the opinion of Dow’s management that it is reasonably possible that the cost of Union Carbide disposing of its

asbestos-related claims, including future defense costs, could have a material adverse impact on the Company’s results of
operations and cash flows for a particular period and on the consolidated financial position of the Company.
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Environmental Matters

Rohm and Haas Colombia Ltda. (“ROHC”), a wholly owned subsidiary of the Company, received an Administrative
Complaint dated March 26, 2009 from the Corporacion Autonoma Regional del Atlantico for an alleged violation relating to a
release of high manganese level water into a river adjoining ROHC’s Barranquilla, Colombia manufacturing facilities, seeking
a civil penalty of $527,320. The fine was reduced to $130,000 and has been paid.

Rohm and Haas Texas Incorporated (“ROHT”), a wholly owned subsidiary of the Company, received an Administrative
Complaint (the “Complaint”) dated February 29, 2008 from the Texas Council of Environmental Quality (the “TCEQ”)
secking a civil penalty in an amount of less than $100,000 related to operations at its Deer Park, Texas manufacturing facility.
Several similar matters were subsequently added to the Complaint (the “Supplemented Complaint”) by the TCEQ. On
June 17, 2008, the Supplemented Complaint was tentatively settled with the TCEQ staff for $64,800, and the Supplemented
Complaint was signed and mailed to the TCEQ, along with payment of $64,800. On September 21, 2009, TCEQ management
disagreed with the manner in which the TCEQ staff calculated the civil penalty, and ROHT received an amended
Supplemented Complaint from the TCEQ seeking an increase of the civil penalty to $178,100. On January 13, 2010, the
matter was settled by the TCEQ Commissioners at their public meeting for the $64,800 previously paid.

On October 19, 2009, the Company received an Administrative Complaint from the TCEQ related to two alleged air
emission events and failure to monitor some equipment for fugitive air emissions at the Company’s Freeport, Texas site,
seeking a civil penalty in the amount of $146,917. This matter has tentatively been settled with the TCEQ staff for the
assessed amount, subject to approval by the TCEQ Commissioners.

On November 3, 2009, ROHT received an additional Administrative Complaint from the TCEQ seeking a civil penalty in
the amount of $542,000 for 20 air emission events, all of which occurred before ROHT became a wholly owned subsidiary of
Dow. This matter has tentatively been settled with the TCEQ staff for the assessed amount, subject to approval by the TCEQ
Commissioners.

Dow Benelux B.V. (“Dow Benelux™), a wholly owned subsidiary of the Company, received an administrative order (the
“Order”) dated December 1, 2009 from the Dutch Emission Authority seeking an administrative fine in an amount of 150,000
Euro. The Order pertains to Dow Benelux’s failure to timely obtain a carbon dioxide emission permit related to operations at
its Terneuzen, The Netherlands facility. Although the Company is seeking to have the Order reversed, resolution of the Order
may result in a fine in excess of $100,000.

Derivative Litigation

On February 9, 2009, Michael D. Blum, in the name of and on behalf of the Company, commenced an action in the Court of
Chancery of the State of Delaware against certain officers and directors of the Company (the “Defendants”) alleging, among
other things, that the Defendants breached their fiduciary duty by causing the Company to enter into an Agreement and Plan
of Merger for the acquisition of Rohm and Haas Company without any contingencies for failure of financing or to receive the
proceeds of the formation of a 50:50 global petrochemicals joint venture with Petrochemical Industries Company (K.S.C.).

On February 12, 2009, Norman R. Meier, also in the name of and on behalf of the Company, filed a nearly identical
action in the same court. Since that time, the court has consolidated the two actions and determined that the complaint filed by
Norman Meier shall be the operative complaint. The relief sought in this litigation includes the implementation of certain
corporate governance reforms by the Company as well as monetary damages and attorneys’ fees. On April 15, 2009, the
Defendants filed a motion to dismiss the litigation. On January 11, 2010, the court granted Defendants’ motion and dismissed
all claims. It is uncertain whether the plaintiffs will continue to pursue this litigation. The Company continues to believe that
these lawsuits are entirely without merit and will continue to oppose them vigorously if necessary.

21



The Dow Chemical Company and Subsidiaries

PART I, Item 3. Legal Proceedings.

Legal Proceedings — Continued

Rohm and Haas Pension Plan Matters

In December 2005, a federal judge in the U.S. District Court for the Southern District of Indiana (the “District Court”) issued
a decision granting a class of participants in the Rohm and Haas Pension Plan (the “Rohm and Haas Pl